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January 31, 2018

To the Governing Board of the
North County Fire & Medical District
Sun City West, Arizona

Arizona state law requires that all special districts with annual budgets in excess of $1

The District proudly | - million publish, within 240 days of the close of their fiscal year, a complete set of financial
con“;;r;ff,;’;f of | Statements presented in conformance with generally accepted accounting principles
(GAAP) and audited in accordance with generally accepted auditing standards by a firm of

Coldwater Ranch licensed certified public accountants. Pursuant to this requirement, it is our pleasure to
Corte Bella submit to you the Comprehensive Annual Financial Report (CAFR) of the North County Fire

& Medical District for fiscal year endJune 30, 2017.

Cross Biver ;
Dos ;;,-as ' The responsibility for the completeness, fairness, and accuracy of the data presented and
. all accompanying disclosures rests with the District. To provide a reasonable basis for
M’ris"l. Ranch making these representations, District management has established a comprehensive
Pinracle Peak internal control framework designed both to protect District assets from loss, theft, or
County Island misuse, and to compile sufficient reliable information for the preparation of the financial
Rancho Z.abrmo statements in conformity with accounting principles generally accepted in the United
. States of America (GAAP). Because the cost of internal controls should not outweigh their
Rancho Stiverade benefits, the District’s comprehensive framework of internal controls has been designed to
Rio Siersa provide reasonable rather than absolute assurance that the financial statements will be
D free from material misstatement. As management, we assert that, to the best of our
Sun Clty West knowledge and belief, this financial report is complete and reliable in all material respects.

Sundero

. The District’s financial statements have been audited by Walker & Armstrong, LLP, a
W"“"””"” certified public accounting firm. The goal of the independent audit was to provide
anc other reasonable assurance that the financial statements for the fiscal year ended June 30, 2017

unincorporated are free of material misstatement. The independent audit involved examining, on a test

Mafi‘zzz‘;"gaﬁ,ty basis, evidence supporting the amounts and disclosures in the financial statements;
assessing the accounting principles used and significant estimates made by management;
and evaluating the overall financial statement presentation. The independent auditor
concluded, based upon the audit, that there was a reasonable basis for rendering an
unqualified opinion that the District financial statements for fiscal year ended June 30,
2017 are fairly presented in conformity with accounting principles generally accepted in
the United States of America. The independent auditor’s report is presented as the first
component of the financial section of this report.



Accounting principles generally accepted in the United States of America require that management
provide a narrative introduction, overview, and analysis to accompany the basic financial statements
in the form of Management's Discussion and Analysis (MD&A). This letter of transmittal is designed to
complement the MD&A and should be read in conjunction with it. The MD&A can be found
immediately following the report of the independent auditors.

The District is a special taxing district established to provide a full range of fire protection and
emergency response services to its citizens. This report has been prepared in accordance with
accounting principles generally accepted in the United States of America and follows guidelines
recommended by the Government Finance Officers Association of the United States of America and
Canada.

Profile of the District

The District operates under Arizona Revises Statutes (ARS) § Title 48, Chapter 5. The District is a public
safety service organization funded through secondary assessed value property taxes. It is governed by
a five member Board of Directors comprised of a Board Chairman, a Board Clerk and three Directors.
The Board members serve four year terms, with elections held every two years for the alternating two
or three positions whose terms have been completed. The Board hires a Fire Chief/Administrator to
manage day-to-day operations of the District. The Fire Chief, in turn, hires other key managers and
employees to support the District.

The community of Sun City West was established in 1978 as an unincorporated master planned area
for active adults 55 years of age or older by the Del E. Webb Corporation. As an unincorporated
community in Maricopa County, Sun City West property owners did not receive emergency services
from either the county or a municipal based fire department. Prompted by a large house fire in 1981,
a group of Sun City West residents formed a committee to address the specific needs of Sun City West
regarding emergency services. Subsequently, the Sun City West Fire District was formed.

On April 17, 1981, an election pursuant to ARS §48-261 was held for the purpose of creating the Sun
City West Fire District. At a duly noticed meeting on May 12, 1981, the Maricopa County Board of
Supervisors resolved that the Sun City West Fire District be organized and established based on the
results of the April election. Shortly thereafter, the newly appointed Governing Board voted to hire the
private “for profit” fire protection services provider known as Rural Metro Corporation to supply fire
and emergency medical service for the District’s estimated 9,000 residents.

In 1992, the Del E. Webb Corporation expanded the community of Sun City West. This expansion added
another two square miles and brought the total area protected by the Fire District to roughly twelve
square miles and approximately 20,000 residents. In 1993, the contract with Rural Metro was
scheduled for renewal. Rural Metro proposed a ten year contract with no additional personne! or
services to be added to support the recently expanded District boundaries. As a result, the Fire District
Governing Board voted to end the contract and hire its own employees.
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In July of 1994, the Sun City West Fire District began operations with its own personnel (most of the
Rural Metro employees that had been working in the community remained during this transition).
Computer aided dispatching services and recruit fire training was contracted through the Phoenix Fire
Department and the Fire District established automatic aid agreementswith nearly all of the Phoenix
Metropolitan area fire departments. The District also began to provide emergency medical
transportation to its residents through the use of full-time staffed ambulances.

The Fire District continued to expand both its population and its boundaries. By the end of 2001,
approximately ten square miles of state trust land and private property had been annexed into the
District and the population had grown to well over 30,000 residents. Furthermore, by this time, the
District operations included three full-time fire stations and a full complement of emergency response
apparatus and ambulances.

In 2002, the Fire District completed a comprehensive evaluation from the Insurance Services office
(ISO) and as a result, the District’s rating was reduced from a Class 5/9 to a Class 2 Public Protection
Classification. ISO has established a Public Protection Classification system to rate fire protection
agencies between Class 1, agencies providing the highest possible service to an area and class 10, areas
having no fire protection available to them. This Class 2 ISO rating remained in effect until January of
2015, when the District was re-evaluated by ISO. As a result of this appraisal, the District became the
first entity to be awarded a Class 1 rating in the State of Arizona.

The District proudly announced, in August of 2010, that it was awarded one of the highest certifications
any fire protection agency can obtain. After several years of self-evaluation, adopting, following and
refining policies and procedures to govern District operatians, the District submitted to outside scrutiny
and evaluation by a peer assessment team from the Commission on Fire Accreditation International of
the Center for Public Safety Excelience. This status verified that the District met the standards for
effectiveness and efficiency in responding to emergencies and joined the District in the select few
entities nationally that have recognized the importance of aligning its programs with the national
industry best practices for fire and emergency services. The certification is held for a period of five
years and entities must undergo the re-evaluation and peer assessment process again to re-qualify for
accreditation. NCFMD completed this re-evaluation process, and in August of 2015, was once again
awarded accredited agency status.

In early 2010, the Fire District completed the process to annex an additional ten square miles of
privately owned property to the north and east of the previous District boundaries. The completion of
this annexation increased the size of the District to roughly thirty-five square miles with a population
of approximately 45,000 residents. Since 2010, the District Board has been requested by single and
multi-parcel property owners outside of current boundaries to be annexed into the District in order to
receive fire and emergency medical services. The Board approved several individual annexations each
year, continuously expanding District boundaries and broadening the tax base.

Throughout the course of FY 2014-15, the District annexed 120+ individual properties through the
process of Single-Parcel Annexation requests made by property owners. These annexations generally

— — = —
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occurred from within a 1.6 square mile county island, situated between the District’s current north
eastern boundary and the City of Peoria, in the vicinity of Pinnacle Peak Road.

During the same period, the District began efforts to complete a petition drive annexation process of
an area located northwest of the District’s boundaries. This area included 734 parcels, comprised of
235 homes and roughly 400 vacant land parcels, and is contained within an approximately 8.5 square
mile area. The combination of these annexation efforts added $6.6 million in net assessed value and
brought the District’s total coverage area to approximately 45 square miles.

On June 2, 2015, pursuant to ARS §48-805(B){14), the Sun City West Fire District Governing Board
adopted Resolution #15-0602-1, formally changing the District’s name to North County Fire & Medical
District (NCFMD) to better reflect the communities it serves,

On October 13, 2016, pursuant to ARS §48-822(F), the North County Fire & Medical District Governing
Board adopted Resolution #16-1013-1, to consolidate by unanimous consent with the Wittmann Fire
& Medical District. Conversely, on the same date, the Wittmann Fire & Medical District Governing
Board adopted Resolution #16-1013-01, to consolidate by unanimous consent with the North County
Fire & Medical District. Prior to the adoption of these resolutions, each district compleied extensive
studies to ensure that this consolidation would be in the best interest of the residents and would
promote public health, comfort, convenience, necessity and/or welfare of both districts. Additionally,
each district ensured no single taxpayer in either of the affected districts owned 30% or more of net
assessed value of the total net assessed valuation of the districts in accordance with ARS §48-822(C).
Finally, each district completed notice/impact statements, held public hearings, and took all such other
action necessary to complete the consolidation.

As a result of this consolidation, the former Wittmann Fire & Medical District was dissolved, their
elected Board of Directors disbanded, and all assets and liabilities of the District were transferred to
the North County Fire & Medical District. This expanded the total District boundaries from
approximately 45 square miles to 90, increased the population from 45,000 to just over 50,000, and
absorbed ten full time employees, one station and six pieces of apparatus. The call volume of the newly
absorbed response area is estimated at just under 700 calls per year, with approximately 300
ambulance transports. Furthermore, the Arizona Department of Health Services — Bureau of
Emergency Medical Services approved the expansion of the North County Fire & Medical District’s
Certificate of Necessity to incorporate the Wittmann service area. This expansion generates additional
alternative revenues above the property tax revenues to be received. The map on the following page
depicts the newly consolidated District.
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On February 28, 2017, the Governing Boards of North County Fire & Medical District (NCFMD) and Sun
Lakes Fire District (SLFD) approved the adoption of an Intergovernmental Agreement forming the first
Fire & Medical Authority in Maricopa County, Arizona. The new Arizona Fire & Medical Authority
(AFMA) was established pursuant to Arizona Revised Statutes governing a Joint Powers Authority (JPA).
Effective luly 1, 2017, theAuthority Governing Board began overseeing the personnel, equipment,
facilities and daily operations of the two combined districts. The Authority Board is comprised of
elected officials who are appointed from each participating agency. It sets policies, recommends an
annual budget, assists in long-term planning, negotliates labor/management agreements, and performs
other duties as outlined in the JPA governance documents.

The participating legal entities under the Authority divest their operational and administrative
obligations to a new third entity; the Fire Authority. North County Fire & Medical District and Sun Lakes
Fire District still exist as taxing authorities; however, the Authority becomes the employer. The
personnel, equipment, facilities and funds to support the operation of the Authority are combined and
transferred to the Authority in order to provide service to the area once served by the individual
agencies.

North County Fire & Medical District and Sun Lakes Fire District have a long history of cooperative
efforts. The combination of the current fiscal environment coupled with the past collaborative efforts
created a perfect window of opportunity to explore expanded shared services as both districts
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endeavored to maintain financial stability and diminish the prospect of a workforce reduction. Such a
reduction would have seriously impacted critical emergency services to each agency’s residents. The
two districts combined serve more than 65,000 residents within a roughly 100 square mile area of
unincorporated portions of Maricopa County. Last year, the districts responded to nearly 14,000 calls
‘7 r assistance.

By combining two small special taxing districts under one management structure, economies of scale
are achieved. For example, the rate that the Authority pays for Arizona Public Safety Personnel
Retirement System (PSPRS), the retirement plan for sworn personnel, was reduced by 2% for Fiscal
“rear 2017-18. In addition, combining the administration of the two districts resuited in insurance
savings and accounting and benefits costs, as are highlighted throughout this budget and operational
plan.

As a result of the formation of the JPA, the Authority will operate seven fire stations, and have a staff
of 163 full- time employees,30 part-time EMS employees and 100 volunteers. This information will be
included in Fiscal Year 2017-18 letter of transmittal.

By state statute, the District derives a majority of its funding through secondary assessed property tax
revenues. The tax rate is established each year as a result of the District’s adopted Annual Budget and
Operational Plan. The budget is required to be adopted and submitted to the Maricopa County Board
of Supervisors by August 1st of each year.

Local Economy

The North County Fire & Medical District is composed of a varied economic environment. The majority
of Sun City West residents are 55 and older, retired, and living on a fixed income. Consequently, an
overwhelming number of the residential properties within this area of the District are owned outright
by their occupants. The portion of the District annexed over the last several years are typical working
families with outstanding mortgages. The Wittmann area consists of working families and its
inhabitants are primarily lower income. However, like many other political subdivisions of the State of
Arizona, the District is still facing significant economic challenges at a local level.

Primary assessed property values play a significant part in the revenue production of the District.
Previously, the District has maintained steady growth, increasing an average of approximately 11.5%
annually since the District’s inception in 1981. However, the District experienced an annual average
decrease of 7.6% in property valuations between 2008 and 2013, generating a total decrease of 32.8%
in net assessed valuation (NAV) over the course of five years. Finally during tax year 2014, the District
experienced a slight increase in the (NAV) of 3.0% and another increase of 5.8% in tax year 2015. The
total assessed valuation of the District along with the assessed valuation of Wittmann Fire & Medical
District indicated an increase of 14.7% for tax 2016.

It is important to note that during the Arizona general election held in November 2012, Arizona voters
approved Proposition 117, which moves previous special district tax calculation from secondary (full
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cash) value to primary (limited) value. Furthermore, it limits the annual increase of property valuations
to a maximum of 5% over the previous year's value. Valuation associated with annexations, growth,
development and property improvements are not limited by this new legislation.

Major valuation highlights in recent years began in tax year 2008, during which there were significant
increases in property values (56.3%) and robust development activity. As previously stated, this trend
reversed in tax year 2009 with declines in development-related fee revenues, and property values.
These trends predisposed District administrators to remain cautious in long-term financial planning.
The chart below demonstrates the District’s net assessed value from inception through the current
year and projections through 2021.

. Net Assessed Value
§ (NAV) -
S $505
$500
$400 _/‘:'/,(
§ $383
$300 $294
$200
$100 /
$o _i__ss__g - - —_— -
‘™ 1 © © o0 - mehwma—: ._‘;: S:f:.?: mwel:';rmq::'v:o
R EEABBAEHNBIABREREEEEEEERE S585355858§§

The effect of the deterioration of assessed valuations over the five year period of 2009 - 2013 resulted
in almost $134 million dollars in decline in property values. However, the District was somewhat
buffered from experiencing a significantly higher reduction in values as a direct result of the
annexations completed in January 2010. These annexations attributed an additional $40,918,582 in
net assessed value to the previous valuation. Without these annexations, the District would have
experienced an approximate 14% decrease rather than a minimal 4.8%.

The District structures the Annual Budget and Operational Plan to minimize the taxation impact to
property owners. However, due to varying changes in individual property values each year, the District
is unable to set a tax rate that would maintain the identical property taxes assessed to property owners
each year. The District reduced the tax rate from the previous year’s $2.8577 by more than five cents,
establishing a rate of $2.8044 per $100 of secondary assessed valuation for fiscal year ending June 30,
2017. The Wittmann Fire & Medical District rate for fiscal year ending June 30, 2017 is $3.25 per $100
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of secondary assessed valuation. (A.R.S. § 48-807F states that the tax levy cannot exceed $3.25 per
$100.00 of assessed value, before any statutorily allowable overrides). The average assessed value of
a home within the District was increased by the Maricopa County Assessor from $147,515 in tax year
2015 to $154,891 for 2016, an increase of 5.0% of assessed value in one year. Despite the 1.02%
decrease in the tax rate for fiscal year ending June 30, 2017, a District resident who owns a median
valued home realized an increase of approximately 3.0%, in their District Tax for the 2016 tax yearasa
direct result of the significant increase in assessed value.

Historically, the District has established a tax rate that is among the lowest in the Phoenix metropolitan
area for districts of equivalent size, while providing services that are among the highest. Of the four
other fire districts that are similar in size to the North County Fire & Medical District, only three provide
both fire suppression and ambulance transport services. For instance, residents of the Sun City Fire
District must pay a for-profit provider for their ambulance transport needs. However, tax rates are just
a factor used to allocate a government's tax levy to the taxpayer relative to property value and should
not be used as a key performance indicator. Other factors such as relative median home value should
be used to analyze the average cost per homeowner. The fiscal year ended June 30, 2017 (tax year
2016) legal tax rates for comparable fire districts, as well as the North County Fire & Medical District,
are listed below:

2016
Tax Year Estimated annual tax based on home value of:

District Tax Rate  $100,000 $150,000 $200,000
Buckeye Valley Fire District $3.2500 $325.00 $487.50 $650.00
Daisy Mountain Fire District 3.2500 325.00 487.50 650.00
Sun City Fire & Medical District 3.2500 325.00 487.50 650.00
Sun Lakes Fire District 3.2500 325.00 487.50 650.00
Superstition Fire & Medical 3.2500 325.00 487.50 650.00
Wittmann Fire & Medical District 3.2500 325.00 487.50 650.00
North County Fire & Medical District 2.8044 280.44 420.66 560.88

NOTE: The table above provides information so that readers may perform an analysis of estimated
district costs for homes of similar value in various districts within the Phoenix metropolitan area.
Wittmann Fire & Medical District is included due to the consolidation of the Districts.

Long-term Financial Planning

The District has utilized consultants and internal studies to assist in the development of long-term
financial forecasting programs. Financial policies are essential to the effective fiscal management of
the District; however, they must be coupled with strategic, long-term planning processes in order to
support an effective organization. The District uses two core documents to facilitate its long-term
planning process and to establish its goals and objectives annually. These core documents are identified
as the Strategic Plan and the Annual Budget and Operational Plan. The Strategic Plan is a foundational
document that serves as a blueprint to build and improve the organization. The Strategic Plan provides
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a vision based framework for the District that is evaluated and updated every five years. The Budget
and Operational Plan is generated annually and guides the District in providing and allocating financial
resources and enables the District to deliver its vital services at present service levels.

The Strategic Plan outlines strategic priorities and action item objectives that assist in prioritization of
annual budget requests and the overall allocation of resources. Input from financial forecasting is a
vital tool used to help shape and define the District’s vision for the future, to identify critical issues, and
to seek out revenue sources to support services and outline future service priorities. The Budget and
Operational Plan includes a long-term financial forecast that helps the District address the challenges
of balancing revenue and expenditures for the services provided by the District beyond the one year
perspective offered by the Annual Budget. This long-term financial forecast is a five-year projection
using calculations based on a combination of historical revenue and expenditure levels, known
operational needs, and analytical data to produce annual revenue and expenditure estimations. District
staff reviews and updates these documents and programs based on identified legislative and economic
factors and their potential impact on the District’s financial and strategic goals for the future.

The Capital Improvement Plan (CIP) is a component of the District's Budget and Operational Plan. The
purpose of the CIP is to systematically identify, plan, schedule, finance, track capital assets, and
monitor capital projects to ensure cost effectiveness as well as conformance with established policies
and priorities. The CIP outlines direct costs associated with recommended capital projects and asset
purchases. The CIP outlines anticipated capital projects and the replacement schedules for current
capital assets for a period of ten years. Asset purchases and replacements are identified in detail for
the first fiveyear period and in summary for the following fiveyear period. Capital project purchases
and asset replacements for the current fiscal year are identified and summarized with both anticipated
initial capital outlay and ongoing operational costs for each project, allowing the Governing Board the
opportunity to determine the feasibility of each project. Funding sources for each project are also
* identified within the plan.

Strategic and Planning Matters

During fiscal year 2007/2008, the District began the process of obtaining fire accreditation through the
Center for Public Safety Excellence (CPSE). Attaining accreditation promotes excellence within the
District, encourages quality improvement, defines missions and goals to personnel and the public,
identifies strengths and weaknesses, fosters development of strategic plans, and promotes pride within
the District and to its customers. This accreditation procedure takes approximately 18 months to
complete and consists of comprehensive internal self-evaluation and external peer evaluation systems.
The initial steps to complete the self-evaluation requires the generation of a self-assessment manual
and a standards of coverage manual. The external evaluations are conducted by unbiased, objective
reviewers who compare the District to a set of national standards and then make recommendations
on how to elevate the professionalism and level of service delivery within the District.

In August 2010, the District completed the accreditation process and achieved Accredited Agency
status, held for a period of five years. In 2015, the District completed the re-accreditation process and
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again was awarded Accredited Agency Status, for the period of 2015-2020. There are fewer than 220
accredited agencies out of approximately 49,000 fire departments throughout the country and less
than a dozen accredited agencies in Arizona. This accreditation status verifies that the District has met
the highest standards for effectiveness and efficiency in responding to emergencies. With this
recognition, the District possesses a major resource for continuous improvement. The Commission on
Fire Accreditation International (CFAI), its professionalism and its quality of service lend credence to
the District’s administrative and operational performance. Formal receipt of accreditation has the
potential of raising the District’s standing in the application process for the receipt of grant funds.

The District, through the strategic planning process, developed both mission and vision statements. It
is imperative that a mission statement depict the general theme and principles by which the District
represents its collective purpose. The District prides itself on providing the best service possible to its
residents and has developed and adopted the following mission statement to direct its service goals:

Our mission is to protect life and property and to enhance
the well-being of all those that we serve.

After establishing the District’s mission, the next progression was to define a vision for the future. The
benchmarks set during strategic planning efforts were used as guidelines of excellence that the District
will strive to achieve,

The District faces unigue challenges in keeping pace with the changing world in which we live and work.
We must not forget the traditions and people who brought us to this point. However, we must adapt,
be flexible, and be progressive in order to be successful. We believe that the following paragraph will
provide us with a vision that will enable us to continue to be an exceptional organization.

We will provide exceptional services through organizational teamwork to promote an
innovative, responsive, and professional District that adapts within a changing
environment. Utilizing collaborative working relationships, we strive to be a leader in
our Industry. We endeavor to be fiscally responsible with the single purpose of serving
the greater community good.

Financial Policies

Establishing and following sound fiscal policies enhances the District’s financial health as well as its
image and credibility with its citizens and the public in general. The Governing Board is charged with
establishing financial policies and the staff is responsible for implementing those policies in the day-to-
day management of District finances.

The District’s budget is closely aligned with the financial policies established by the Governing Board.
These policies serve to strengthen the current and long-term financial health of the organization and
are visited, at a minimum, on an annual basis to ensure they represent the most current and realistic
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framework for decision-making. A balanced budget is the foundation of the District’s financial policies.
The Board and District staff members define a balanced budget as one that matches required
expenditures necessary to provide the District’s established service goals with available, sustainable
resources. The Board and staff spend an extensive period of time detailing expenditures and
identifying and verifying the revenue sources that are available to support those expenditures. As
expenditures fluctuate, so must revenues. However, the Board and staff strive to ensure that these
fluctuations do not negatively impact service levels.

Fund Balance: During the beginning months of each fiscal year, generally between July and mid-
September, the District receives little or no property tax revenues. This is a direct result of the State of
Arizona’s property tax billing and collection cycle. Property taxes are levied and billed to taxpayers
annually and payments are due in two installments. The first installment is due during October and the
balance is due in April of each fiscal year. The Board and staff are charged with determining, on a
monthly basis during these times of revenue shortfalls, whether the District should utilize the cash
available in the capital projects fund or obtain short-term financing.

The capital projects fund monies may be borrowed to serve as working capital for the first few months
of the fiscal year. The District may also choose to use short-term financing or registered warrants
obtained through the Maricopa County Treasurer's Office. A combination of both options has been
used in recent years. During times of low earnings interest rates, it is generally more beneficial for the
District to borrow from the capital projects fund than to pay the interest costs associated with
registered warrants. During times when the District can invest funds to earn higher interest rates, short-
term borrowing usually results in lower costs when compared against the high interest revenues
produced from the investment of capital funds. After sufficient property taxes are received through
Maricopa County to support monthly expenditures, any monies borrowed are returned to the capital
projects fund.

Capital Improvement Plan: The purpose of the Capital Improvement Plan (CIP) is to systematically
identify, plan, schedule, finance, track capital assets, and monitor capital projects to ensure cost
effectiveness as well as conformance with established policies and priorities. The CIP is reviewed and
updated annually, at a minimum, and outlines direct costs associated with capital projects and asset
purchases. Required ongoing operational costs are identified and presented as a part of each project
allowing the Board the opportunity to determine the feasibility of each project. Funding sources for
each project or purchase are acknowledged within the plan.

Fiscal Planning and Budgeting: The District’s policy concerning fiscal planning and budgeting is to
govern the preparation, monitor the expenditures, and analyze the effectiveness of the Annual Budget
and Operational Plan. Part of this process includes incorporating a long-term perspective and a system
of identifying available and sustainable resources and allocating those resources among competing
purposes. The District presents an annual operating budget that is balanced, meaning that planned
expenditures are equal to or less than current revenues and ongoing expenditures will only be paid for
with ongoing revenues. The District will not postpone expenditures, use one-time (nonrecurring)
revenue sources to fund ongoing (recurring) uses or use external borrowing for operational
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requirements. The District identifies and allocates funding resources amongst various service needs. It
is increasingly important to incorporate a long-term perspective and monitor the performance of
programs competing to receive funding.

The District’s audited, fund basis financial statements are presented using the modified accrual basis
of reporting; therefore, District budgeting is also completed on a modified accrual basis. Under the
modified accrual basis, expenditures are recorded when goods or services are actually received rather
than when the invoices are paid. The exception to this general rule is interest on general long-term
debt, which is recognized when due. Revenues are recorded in the accounting period in which they
become measurable and available.

Pension and Other Post-Employment Benefits

The District contributes to the Public Safety Personnel Retirement System (PSPRS), a multiple-employer
public employee retirement system that acts as a common investment and administrative agent to
provide retirement, health insurance premium, death and disability benefits for all eligible suppression
personnel. All benefit provisions and other requirements are established by state statutes. Employees
were required to contribute 11.65% of their wages to PSPRS in the fiscal year ended June 30, 2017. The
District is required to contribute the remaining amounts necessary to fund PSPRS, as determined by
the actuarial basis specified by statute. The employer rate for the fiscal year ended June 30, 2017 was
26.47% of covered payroll.

All PSPRS annuitants and non-suppression employees contribute to the Arizona State Retirement
System (ASRS). The ASRS is a cost sharing, multiple-employer, public employee, tax qualified defined
benefit plan (with the exception of the defined contribution portion). The ASRS Board is the governing
body of the ASRS and is responsible for the administration and management of the ASRS and its trust
fund. For fiscal year ended June 30, 2017, participating employees were required to contribute 11.34%
for retirement and 0.14% for long-term disability. The District is required to contribute at the same
percentage rates.

Awards and Acknowledgements

Awards: The Government Finance Officers Association of the United States and Canada (GFOA) created
the Certificate of Achievement for Excellence in Financial Reporting {CAFR Program) in 1945 to
encourage and assist state and local governments to go beyond the minimum requirements of
generally accepted accounting principles. Specifically, GFOA encourages the preparation of
Comprehensive Annual Financial Reports (CAFR) that evidence the spirit of transparency and full
disclosure and then recognize individual governments that successfully prepare them.

Reports submitted to the CAFR program are reviewed by selected members of the GFOA professional
staff and the GFOA Special Review Committee (SRC), which comprises individuals with expertise in
publicsector financial reporting and includes financial statement reviewers, independent auditors, and
other finance professionals.
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The Government Finance Officers Association of the United States and Canada (GFOA) awarded a
Certificate of Achievement for Excellence in Financial Reporting to the North County Fire & Medical
District for its comprehensive annual financial report for the fiscal year ended June 30, 2C 16. This is the
fifth consecutive year that the District has achieved this prestigious award. In order to be awarded a
Certificate of Achievement, a government must publish an easily readable and efficiently organized
comprehensive annual financial report. This report must satisfy both generally accepted accounting
principle and applicable legal requirements.

A Certificate of Achievement is valid for a period of one year only. We believe that our current
comprehensive annual financial report continues to meet the Certificate of Achievement Program's
requirements and are submitting it to the GFOA to determine its eligibility for another certificate.

Acknowledgements: The preparation of this report would not have been possible without the efficient
and dedicated service of the entire staff of the Financial Services Section and the District Administrative
staff. We wish to express our appreciation to all members of the District who assisted and contributed
to the preparation of this report. Appreciation is also extended to the District’s Governing Board,
employees, and citizens of the District whose continued support is vital to the financial health of the
North County Fire & Medical District.

Respectfully Submitted,

Robért Biscoe, Fire Chief

s oRe ﬂZ/Q /

Diane Goke, CPA, Finance Manager Coaleen Poland, Accountant
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Suite 1700
CERTIFIED PUBLIC ACCOUNTANTS Phoenix, Arizona 85012

602.230.1040
602.230.1065 (Fax)

&Walker & Armstrong ],I,]P 3838 North Central Avenue

. Www.wa-cpas.com
Independent Auditor’s Report

To the Board of Directors
North County Fire & Medical District
Sun City West, Arizona

We have audited the accompanying financial statements of the governmental activities, each
major fund, and the aggregate remaining fund information of North County Fire & Medical
District (the District), as of and for the year ended June 30, 2017, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the

preparation and fair presentation of financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control.
Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of significant accounting estimates made by
management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.



Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects,
the respective financial position of the governmental activities, each major fund, and the
aggregate remaining fund information of North County Fire & Medical District as of June 30,
2017, and the respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 4 through 16, the budgetary comparison
information on pages 51 through 52, the schedule of the District’s proportionate share of net
pension liability — cost-sharing pension plans on page 53, the schedule of changes in the
District’s net pension liability and related ratios — agent pension plans on page 54, the schedule
of the District’s pension contributions on page 55 and, the notes to pension plan schedules on
page 56, be presented to supplement the basic financial statements. Such information, although
not a part of the basic financial statements, is required by the Governmental Accounting
Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We
have applied certain limited procedures to the required supplementary information in accordance
with auditing standards generally accepted in the United States of America, which consisted of
inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any
assurance.

Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the North County Fire & Medical District's basic financial statements. The
introductory and statistical sections, are presented for purposes of additional analysis and are not
a required part of the basic financial statements.

The introductory and statistical sections have not been subjected to the auditing procedures
applied in the audit of the basic financial statements and, accordingly, we do not express an
opinion or provide any assurance on them.



Compliance with Title 48, Chapter 5, Article 1 Applicable to Debt and Warrant Issuance Limitations

In connection with our audit, nothing came to our attention that caused us to believe that North
County Fire & Medical District failed to comply with the provisions of Title 48, Chapter 5, Article 1
limiting the amount of certain debt and warrants that can be issued by North County Fire & Medical
District, insofar as such compliance relates to accounting matters. However, our audit was not
directed primarily toward obtaining knowledge of such noncompliance. Accordingly, had we
performed additional procedures, other matters may have come to our attention regarding North
County Fire & Medical District’s noncompliance with Title 48, Chapter 5, Article 1, insofar as they
relate to accounting matters.

The communication related to compliance with the provisions of Title 48, Chapter 5, Article 1
referred to in the preceding paragraph is intended solely for the information and use of members of
the Arizona State Legislature, the Board of Directors, management, and other responsible parties
within North County Fire & Medical District and is not intended to be and should not be used by
anyone other than these specified parties.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
January 31, 2018, on our consideration of North County Fire & Medical District’s internal
control over financial reporting and on our tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering North County Fire & Medical District’s
internal control over financial reporting and compliance.

Wtk %/bm,aﬁm/-, L P

Phoenix, Arizona
January 31, 2018
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North County Fire & Medical District
Management’s Discussion and Analysis
June 30, 2017

As management of North County Fire & Medical District (the “District”), we offer readers of the
District’s financial statements this narrative overview and analysis of the financial activities of
the District for the fiscal year ended June 30, 2017. We encourage readers to consider the

information presented here in conjunction with District’s financial statements, which begin on
page 18.

Financial Highlights

e At the close of the most recent fiscal year, the liabilities and deferred inflows of resources
of the District exceeded assets and deferred outflows of resources by $3,686,508. This
deficit was primarily the result of the implementation of the Government Accounting
Standards Board (GASB), Statement No. 68, Accounting and Financial Reporting for
Pensions. GASB No. 68 which was implemented in the prior year. The net investment in
capital assets equated to $6,972,977 net of related debt.

e During the year, the District’s total net position decreased by $3,281,797. This was
primarily due to the increase in pension liabilities.

e As of the close of the current fiscal year, the District’s governmental funds reported
combined ending fund balances of $4,200,803, a decrease of $807,304 from prior year.
Approximately 31.4% of this total amount, or $1,318,590, is available for spending at the
government’s discretion (unassigned fund balance). Of the remaining fund balance,
$97,221 is assigned for the employee benefit liability account, $59,902 is restricted for
community services and the remaining balance of $2,725,090 has been committed to future
capital projects.

e At the end of the current fiscal year, unassigned fund balance for the general fund was
$1,318,590 or 8.2% of the 2017 fiscal year's total budgeted operating expenditures.

e At the onset of budget preparation for the year ended June 30, 2017, the District's board of
directors mandated that the District maintain adequate controls over the budgeting process
to minimize any potential for increased burden on the District's taxpayers. The budget for
the year ended June 30, 2017 accomplished this task.

e For tax year 2016, the District’s net assessed valuation increased by 3.6%, despite a 6.0%
increase in the original operating budget, the District was able to decrease the tax levy rate
to $2.8044 per $100 of secondary assessed valuation. The merger with Wittmann Fire &
Medical District was done after the tax rates were set, their rate remained the same at $3.25
per $100 of secondary assessed valuation, which the District collected during the year.



Management’s Discussion and Analysis - Continued

Financial Highlights - Continued

It is important to note that despite the 13.0% increase in the overall budget, the District limited
the tax levy increase to1.25% as a result of increased alternative revenue sources.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the District’s basic
financial statements which are comprised of three components: (1) government-wide financial
statements, (2) fund financial statements and (3) notes to the basic financial statements. This
report also contains required supplementary information in addition to the basic financial
statements themselves.

Government-wide Financial Statements

The government-wide financial statements are designed to provide readers with a broad
overview of the District’s finances, in a manner similar to a private-sector business.
Consequently, the entity-wide presentation utilizes the accrual basis of accounting and
consolidates all governmental funds of the District.

The statement of net position presents information on all of the District’s assets and liabilities
with the difference between them reported as net position. Over time, increases or decreases in
net position may serve as a useful indicator of whether the financial position of the District is
improving or deteriorating.

The statement of activities presents information showing how the government’s net position
changed during the most recent fiscal year. All changes in net position are reported as soon as
the underlying event giving rise to the change occurs, regardless of the timing of related cash
flows. Thus, revenues and expenses are reported in this statement for some items that will only
result in cash flows in future fiscal periods (e.g., uncollected taxes and earned but unused
vacation leave).

The government—wide financial statements can be found on pages 18-19 of this report.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The District, like other state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements. Management establishes governmental funds based on the application of
generally accepted accounting principles and the evaluation of applicable laws, regulations and
reporting objectives.



Management’s Discussion and Analysis — Continued

Governmental Funds

Governmental funds are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the
government-wide financial statements, governmental fund financial statements focus on near-
term inflows and outflows of spendable resources, as well as on balances of spendable resources
available at the end of the fiscal year. Such information may be useful in evaluating a
government’s near-term financing requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements.
By doing so, readers may better understand the long-term impact of the government’s near-term
financing decisions. Both the governmental fund balance sheet and the governmental fund
statement of revenues, expenditures and changes in fund balances provide a reconciliation to
facilitate this comparison between governmental funds and governmental activities.

The District maintains three (3) individual governmental funds: the general fund, the capital
projects fund and the special projects fund (a special revenue fund). Information is presented
separately in the governmental fund balance sheet and governmental fund statement of revenues,
expenditures, and changes in fund balances for each of these funds, all of which are considered
to be the major funds of the District; the concept and determination of major funds has been
established by the Governmental Accounting Standards Board (GASB). While the special
revenue fund is a non-major fund, it is the only fund meeting this criterion and is thus discreetly
reported.

The District adopts an annual appropriated budget to levy taxes and provide for its general fund.
A budgetary comparison statement for the general fund has been provided as part of the
supplementary information following the basic financial statements to demonstrate compliance
with the budget and is presented on pages 51 and 52. The District revises the capital
improvement plan annually to outline anticipated replacements and projects to be completed
during the year using the capital projects fund.



Management’s Discussion and Analysis - Continued

There is no budget generated for the special revenue fund as it is generally comprised of
restricted monies that carryover from year-to-year for the purpose of supporting specified
projects or programs as related to the funding received. Detailed tracking of these resources and
the associated expenditures are continuously maintained to ensure funds are used for their
intended purpose.

The basic governmental fund financial statements can be found on pages 20-23 of this report.
Notes to Basic Financial Statements

The notes provide additional information that is essential to a full understanding of the data
provided in the government-wide and fund financial statements. The notes to the basic financial
statements can be found on pages 24-50 of this report.

Other Information

In addition to the basic financial statements and accompanying notes, this report includes
required supplementary information, other than Management's Discussion and Analysis,
concerning a comparison of the District’s budget to actual revenues and expenditures, as
described earlier and can be found on pages 51 and 52 of this report and certain pension

information reported on pages 53-56.

Government-wide Financial Analysis

As noted earlier, net position may serve over time as a useful indicator of a government’s
financial position. In the case of North County Fire & Medical District, liabilities and deferred
inflows of resources exceeded assets and deferred outflows of resources by $3,686,508 at the
close of the 2017 fiscal year. This represents a $3,281,797 decrease in net position from the prior
year.

A portion of the District’s net position ($6,972,977) reflects its investment in capital assets (e.g.,
land, construction in progress, buildings, machinery, vehicles, and equipment); less any related
outstanding debt used to acquire those assets. The District uses these capital assets to provide
services to citizens; consequently, these assets are not available for future spending. Although,
the District’s investment in its capital assets is reported net of related debt, it should be noted that
the resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities. $68,222 of the District's net
position is restricted funds for the purpose of supporting specified projects or programs related to
donated funds. The remaining unrestricted net position totaling a deficit of $10,727,707 is
unrestricted and may be used for apparatus purchases, future fire station property and
construction costs, and to improve the quality of fire protection and emergency medical services
within the District's boundaries.



Management’s Discussion and Analysis - Continued

The District's $12,451,293 in capital assets consists of six fully staffed fire stations which are
strategically placed throughout the District's ninety square mile service area and one dual
purpose administration and fleet maintenance facility. The District maintains a fleet of
approximately thirty-eight fire apparatus, ambulances and staff vehicles, all of which are in
above average condition. The District also has acquired state-of-the art medical and firefighting
equipment which is all well-maintained in order to provide the highest level of care. The
remaining assets consist mainly of cash and cash equivalents, investments and property tax
receivables, and ambulance transport and other program revenue receivables which are used to
meet the District's ongoing obligations to its citizens.

The following page contains a comparative analysis between the current and the prior fiscal year
for the government-wide statements.

Condensed Statement of Net Position

Governmental Activities

Assets:
Current and investments

2017

2016

$ 4,457,353

$ 4,631,618

Other assets 1,247,005 882,138
Capital assets, net 12,451,293 11,701,224
Total assets 18,155,651 17,214,980
Deferred outflows of resources
related to pensions: 7,386,014 3,723,444
Total assets & deferred outflows
of resources related to pensions 25,541,665 20,938,424
Liabilities:
Current liabilities 1,971,358 844,329
Compensated absences 1,076,165 818,340
Capital leases 5,081,602 5,858,197
PSPRS pension liability 17,153,247 11,269,351
ASRS pension liability 2,834,361 2,818,379
Total liabilities 28,116,733 21,608,596
Deferred inflows of resources
related to pensions: 1,111,440 1,469,071
Total liabilities & deferred inflows 29,228,173 23,077,667
Net position:
Net investment in capital assets 6,972,977 5,843,027
Restricted for community services 68,222 59,535

Deficit

Total net position

(10,727,707)

( 8,041,805)

$( 3,686,508)

$( 2,139,243)




Management’s Discussion and Analysis - Continued

The following charts highlight the significant assets and liabilities of the District.
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Management’s Discussion and Analysis - Continued

During 2017, governmental activities decreased the District's net position by $3,281,797. Key
elements of this change in net position are as follows:

District program revenues such as plan reviews, construction permits, and inspection fees
have increased for the year, which is consistent with increases in new and remodel
construction within the District. The District generated wildland revenues and
maintained an inter-governmental agreement (IGA) with the Glendale Fire Department to
provide staffing personnel for their helicopter air-medical logistical operations (HALO)
program. The District generated additional program revenues through the operational
permitting program, providing annual fire inspections and operational permits to
commercial occupancies within District boundaries.

Budgeted tax revenues increased slightly due to the need to cover the increase in the
adopted budget expenses. These increases correlated to increases in health and liability
insurance costs, dispatching fees, fuel and utility costs and increases in retirement
contributions.

The District acquired capital assets in the amount of $1,383,354 which included: (i)
security gates at Station 103 (ii) a Ford transit van and Ford 150 truck, (iii)
communications equipment at Station 106, (iv) the completion of a water tender, (v) and
the completion of a new engine, which can take up to seven months to be built to the
District’s specifications.

Due to continued increases in call volumes and both emergency and non-emergency
ambulance transports, some operating expenses such as fuel, utilities, communications
and dispatching services, and medical supplies increased. In addition, the District saw
ongoing increases in employee health insurance, workers' compensation insurance, and
building maintenance supply expenses. However, in spite of these increases, expenses
were well managed and fell below budgeted expense totals, with savings in
administration and support services, utilities and communications, and training.

10



Management’s Discussion and Analysis - Continued

The following table presents a comparative summary of the District's revenues and expenses for
the current and preceding fiscal years.

Condensed Statement of Changes in Net Position

Governmental Activities

2017 2016
Revenues:
Program revenue:
Charges for services $ 2,907,685 $ 2,799,831
Operating grants and contributions 877,572 538,279
General revenues:
Taxes 12,417,669 10,972,709
Investment and other 188,497 281,415
Total revenues 16,391,423 14,592,234
Expenses:
Public safety 19,673,220 14,919,197
Total expenses 19,673,220 14,919,197
Increase/(decrease) in net position (3,281,797) (326,963)
Net position (deficit), beginning, as restated (404,711) (1,812,280)
Net position (deficit), ending $ (3,686,508) $ (2,139,243)

The cost of all governmental activities for the year ended June 30, 2017 was $19,673,220.
Property taxes, fire district assistance taxes (county aid) and fire insurance premium taxes
provided funding of $11,789,453, $628,216, and $146,637, respectively. Due to legislative
changes in 2011, the District is eligible to receive $400,000 in county aid revenue annually, an
increase of $100,000 over the previous legislative limit. The District will also receive the
Wittmann county aid. Ambulance revenues combined with other program revenues such as
permits provided net revenues of $2,907,685.

11



Management’s Discussion and Analysis - Continued

The following chart highlights the significant sources of revenues.

Revenues

General Revenues
T7%

Financial Analysis of the Governmental Funds

As noted earlier, the District uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

The focus of the District’s governmental funds is to provide information on near-term inflows,
outflows, and balances of spendable resources. Such information is useful in assessing the
District’s financing requirements. In particular, unreserved fund balance may serve as a useful
measure of a government’s net resources available for spending at the end of fiscal year.

At the end of the current fiscal year, the District’s governmental funds reported combined ending
fund balances of $4,200,803 a decrease of $807,304 in comparison with the prior year’s balance.
Revenues increased by $1,799,189 over the previous fiscal year which included a significant
increase in wildland revenues and Staffing for Adequate Fire and Emergency Response (SAFER)
grant revenues from the Federal Emergency Management Agency. In addition, revenues from
the Wittmann merger attributed to the increase.

Of the $4,200,803 total combined governmental fund balance, the amount committed by the
Board to capital projects totaled $2,725,090. The remaining amount, comprised of fund balance
assigned to the employee benefit liability account in the amount of $97,221 and $1,318,590 is
unassigned and available for future spending.
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Management’s Discussion and Analysis - Continued

The general fund is the chief operating fund of the District. At the end of the current fiscal year,
unassigned fund balance of the general fund was $1,318,590. As a measure of the general fund’s
liquidity, it may be useful to compare spendable fund balance to total fund expenditures.
Spendable fund balance represents 8.2% of total general fund expenditures of $16,072,915.

The capital projects fund accounts for the accumulation of financial resources allocated for the
following: future construction costs for new and existing facilities; for the purchase or
replacement of fire, emergency medical response, staff and maintenance apparatus; significant
fire and emergency medical services equipment replacements such as Self Contained Breathing
Apparatus (SCBA) equipment and heart monitor/defibrillators; communications equipment such
as 800 MHz radios; and major administrative management equipment such as copiers and
computer servers. As of June 30, 2017, the ending fund balance in the capital projects fund was
$2,365,271, after a transfer during the current year of $2,559,969. The District's Governing
Board has determined that cash available in the general fund as of the fiscal year ended June 30,
2017, net of encumbrances, totaling $359,819 would be transferred into the capital projects fund
and committed to future capital development.

The special projects fund is a special revenue fund established for the collection and
disbursement of funds for specified programs such as paramedic training, fire corps, fire and life
safety, and the child safety seat loaner programs. These funds are contributed by citizens and
local organizations for a specific purpose and are strictly utilized in accordance with the donors’
wishes. Program funding and expenditures generally cross over fiscal years and therefore are
managed within the special revenue fund. As of June 30, 2017, the ending fund balance in the
special revenue fund was $59,902.

Budgetary Highlights

During fiscal year ended 2017, there was an amendment to the originally adopted budget as a
result of the merger with the Wittmann Fire & Medical District. Total revenues were $112,956
less than budgeted revenues while total expenditures were $226,339 less than budgeted
expenditures. The decrease in budgeted revenues occurred primarily due to decreased
collections of ambulance revenue. The positive expenditure variance resulted primarily from an
overall effort to reduce operating costs and the fact that the District did not incur expenditures
that would necessitate the use of the contingency line item.

Capital Asset and Debt Administration

Capital Assets — The District’s investment in capital assets as of June 30, 2017, totaled
$12,451,293 (net of accumulated depreciation). These assets include land, buildings and

improvements, apparatus and general fire, emergency medical, communications and
administrative equipment.
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Management’s Discussion and Analysis - Continued

Major capital asset transactions during the year included the following:

The District acquired capital assets in the amount of $1,383,354 which included: (i) security
gates at Station 103 (ii) a Ford transit van and Ford 150 truck, (iii) communications equipment at
Station 106, (iv) the completion of a water tender, (v) and the completion of a new engine.

The District depreciates capital assets, except for land and construction in progress, consistent
with generally accepted accounting principles, utilizing the straight-line depreciation method.
The cost of the asset is divided by the expected useful life in years and the result is charged to
expense each year until the asset is fully depreciated. Major outlays for capital assets and
improvements are capitalized as projects are completed and placed into service. The District's
threshold for capitalization was maintained at $5,000 to $50,000 which is consistent with the
minimum threshold as recommended by the Government Finance Officers Association (GFOA).
Additional information on the District's capital assets can be found in Note 5 in the basic
financial statements on page 33.

Subsequent to June 30, 2017, the District continued its practice of significant capital project
funding to ensure the highest level of services to the public. Through careful planning and
monitoring of the District's capital asset replacement schedule, the District has determined an
annual funding requirement to provide for the timely replacement of a majority of the District's
larger, and more expensive, apparatus and equipment. The capital projects funding requirement,
for the year ended June 30, 2017, was a minimum of $314,319 as determined by the District's
capital asset replacement schedule. In addition to the minimum annual funding requirement, the
District's governing board has stated that any general fund unencumbered fund balance is to be
transferred into the capital projects fund to support future capital development.

Long-term Liabilities - The District continues to retire and manage debt to fund various capital
projects which support program services. As of June 30, 2017, the District had long-term
outstanding liabilities of $25,069,210 (excluding compensated absences) resulting from lease
purchase agreements and unfunded pension liabilities. The remaining debt associated with the
lease-purchase agreements ($5,478,316), requires debt service payments totaling $6,582,426
during the fiscal years ending June 30, 2018 through 2033. As a result of the implementation of
the Government Accounting Standards Board (GASB) Statement #68, the District recognized the
long-term debt associated with unfunded pension liabilities. These liabilities are recorded as
$17,153,247 in Public Safety Personnel Retirement System (PSPRS) and $2,834,361 in Arizona
State Retirement System (ASRS) unfunded liabilities. This long-term debt will be satisfied
through actuarially established annual contributions rates.

All debt is backed by the full faith and credit of the District and pledged assets. Additional

information on the District's long-term liabilities can be found in Note 6 in the basic financial
statements on page 34-35.
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Management’s Discussion and Analysis - Continued

Economic Factors and Next Year’s Budgets and Rates

On February 28, 2017, the Goverming Boards of North County Fire & Medical District
(NCFMD) and Sun Lakes Fire District (SLFD) approved the adoption of an Intergovernmental
Agreement forming the first Fire & Medical Authority in Maricopa County, Arizona. The new
Arizona Fire & Medical Authority (AFMA) was established pursuant to Arizona Revised
Statutes governing a Joint Powers Authority (JPA). The personnel, equipment, facilities and
daily operations of the two combined districts will be governed by an Authority Board effective
July 1, 2017. The Authority Board is comprised of elected officials who are appointed from each
participating agency. The Authority Board sets policies, recommends an annual budget, assists in
long-range planning, negotiates labor/management agreements, and performs other duties as
outlined in the JPA governance documents.

Under the Authority, the participating legal entities divest their operational and administrative
obligations to a new third entity; the Fire Authority. North County Fire & Medical District and
Sun Lakes Fire District still exist as taxing authorities; however, the Authority becomes the
employer. The personnel, equipment, facilities and funds to support the operation of the
Authority are combined and transferred to the Authority in order to provide service to the area
once served by the individual agencies.

As a result of this action, the budget that was adopted includes the budgets for both of the entities
combined into one budget for AFMA. NCFMD and SLFD still remain as the taxing entities. As
a result of this, NCFMD’s and SLFD’s property tax rate for Fiscal year 2018 was set at $2.8677
$3.200 per $100 of secondary assessed value, respectively. This resulted in an increase of
$.0633 for NCFMD and a decrease of $.0500 for SLFD.

Arizona Revised Statutes limit the amount the District can assess property tax revenues to $3.25
per $100 of secondary assessed value. Additionally, with the passage of Senate Bill 1421, fire
districts are now limited to an 8% annual property tax levy increase based on the 2008 tax levy;
this increase is cumulative, even if not fully utilized in one year, and adjusted annually for
annexations and new construction. Each year the maximum levy limit is recalculated based on
the aforementioned factors.

Although slower, the District is still anticipating continued growth over the next five years. The
following factors are expected to play a role in the District's economic outlook:

* Rancho Cabrillo and Coldwater Ranch sub-divisions, which had previously been in the
planning stages, have continued construction of single-family residences, which will
result in additional tax revenues.

» The District continues to seek new property annexations, expanding the boundaries and
deepening the tax base.
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Management’s Discussion and Analysis - Continued

» A large portion of the District's emergency response calls continue to be medically related,
which typically result in emergency ambulance transport and associated revenues. During
the latter part of fiscal year 2012/2013, the District also expanded the ambulance transport
services to include non-emergency interfacility ambulance transports, which currently

generate higher revenues than emergency transports and positively impact ambulance
revenue.

During the year ended June 30, 2017, 75.2% of the District’s actual revenues were derived from real
property, fire insurance premium and fire district assistance taxes. Due to the potential for future

increased housing development within its boundaries, the District is well positioned to benefit from
the following elements:

* Potential development of frontier property within areas annexed into the District during recent
fiscal years;

» Completion of additional housing developments within the District's boundaries; and,

* Continued increases in program service revenues, specifically ambulance emergent and non-
emergent transports, within the District.

The adopted amended budgeted expenditures for the year ended June 30, 2018 are approximately
$25.3 million with approximately $0.8 million to be provided for retirement of debt and for future
capital projects funding. This leaves a net operating budget of $24.5 million which represents a
50% increase compared to the current year’s net operating budget due to the formation of the JPA.

During the annual budgeting process, the District Board considers the impact of the projected levy
on the median valued homeowner within the District. The estimated property taxes for the 2016 tax
year reflected a significant increase from the previous year due to an increase in the median valued
home of 15.8%, this was further compounded with the reduced assessment ratio for commercial
property from 19.0% to 18.5% and vacant land remained at 15.0%, which increased the tax burden
for residential homeowners. The assessment ratio for commercial property will reduce another
0.5% in tax year 2016 settling at 18.0% in the fiscal year ending June 30, 2017, continuing the
transfer of the tax burden from commercial to residential property owners.

Request for Information

The District’s financial statements are designed to present users (citizens, taxpayers, government
entities and creditors) with a general overview of the District’s finances and to demonstrate the
District’s accountability. As always, we appreciate your feedback. We take your responses
seriously. Please keep your ideas coming — both favorable and critical. If you have any questions
about this report or need additional financial information, please contact the District's administrative
office at (623) 544-5400. Copies of the District’s annual financial reports for the last five years can
be found on the Districts website under the financial section. You may also obtain copies of current
and historical financial reports from the administrative office located at 18818 N. Spanish Garden
Drive, Sun City West, Arizona 85375.
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North County Fire & Medical District
Statement of Net Position
June 30, 2017

Assets
Cash and investments
Receivables:
Property taxes
Ambulance billings, net
General accounts
Investment in joint venture - RWC
Capital assets, not being depreciated
Capital assets, being depreciated, net

Total assets

Deferred outflows of resources
Deferred outflows of resources related to pensions

Total assets and deferred outflows of resources

Liabilities
Accounts payable
Accrued payroll and related
Accrued PSPRS refunds (See Note 13)
Noncurrent liabilities:
Due within one year:
Compensated absences
Long-term debt
Due in more than one year:
Compensated absences
Long-term debt
Public Safety Personnel Retirement System liability
Arizona Retirement Safety Pension liability

Total liabilities

Deferred inflows of resources
Deferred inflows of resources related to pensions

Total liabilities and deferred inflows of resources

Net position
Net investment in capital assets
Restricted for community services
Unrestricted
Total net position (deficit)

The accompanying notes are an

integral part of these basic financial statements.
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Governmental
Activities

4,457,353

169,290
412,020
270,505
395,190
1,056,617
11,394,676

18,155,651

7,386,014

25,541,665

245,777
284,238
945,240

99,389
396,714

1,076,165
5,081,602
17,153,247
2,834,361

28,116,733

1,111,440

29,228,173

6,972,977
68,222
(10,727,707)

(3,686,508)




North County Fire & Medical District

| Statement of Activities
Year Ended June 30, 2017
| Governmental
Activities
Expenses:
Public safety-fire protection and
emergency medical services:
Salaries and wages $ 9,014,286
Employee benefits 6,202,726
’ PSPRS refunds (See Note 13) 945,240
Materials and supplies 448 384
Administrative 364,061
[ Professional services 397,160
Utilities and communications 621,210
[ Repairs and maintenance 303,837
Training and related 75,036
Insurance - general 72,363
Other and grants 257,916
Debt service - interest 176,638
Depreciation 794,363
Total program expenses 19,673,220
Program revenues:
Charges for services
| Ambulance fees 2,617,841
Program revenues 289,844
Total program revenues 2,907,685
Net program expense 16,765,535
General revenues:
Taxes:
Real and personal property taxes 11,789,453
Fire district assistance tax 628,216
Firefighter relief and pension 146,637
Intergovernmental 877,572
| Investment earnings 28,813
Other and contributions 13,047
Total general revenue 13,483,738
Change in net position (3,281,797)
[ Net position - beginning of year, as restated (404,711)
Net position - end of year $ (3,686,508)

The accompanying notes are an
integral part of these basic financial statements.
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North County Fire & Medical District
Balance Sheet -
Governmental Funds

June 30, 2017
Major Funds Total
Capital Special Governmental
General Projects Projects Funds
Assets:
Cash and investments $ 2,023,860 $ 2,365,271 $ 68222 4,457,353
Receivables (net of allowance
for uncollectibles):
Property taxes 169,290 - - 169,290
Ambulance billings, net 412,020 - - 412,020
General accounts 270,505 - - 270,505
Due from other funds 8,320 - - 8,320
Total assets $ 2,883,995 $ 2,365,271 $ 68,222 $ 5,317,488
Liabilities, deferred inflows of
resources and fund balances
Liabilities:
Accounts payable $ 245,777 % - 8 - 8 245,777
Accrued payroll and related 284,238 - - 284,238
Due to other funds - - 8,320 8,320
Total liabilities 530,015 - 8,320 538,335
Deferred inflows of resources:
Unavailable revenues
Property tax receivables 139,976 - - 139,976
Ambulance receivables 438,374 - - 438,374
Total deferred inflows of
resources 578,350 - - 578,350
Fund balances:
Restricted for community services - - 59,902 59,902
Committed - capital projects 359,819 2,365,271 - 2,725,090
Assigned 97,221 - - 97,221
Unassigned 1,318,590 - - 1,318,590
Total fund balances 1,775,630 2,365,271 59,902 4,200,803
Total liabilities, deferred inflows
of resources and fund balances $ 2,883,995 $ 2,365,271 $ 68,222 $ 5,317,488

The accompanying notes are an
integral part of these basic financial statements.
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North County Fire & Medical District
Reconciliation of the Balance Sheet - Governmental Funds,
to the Statement of Net Position
Year Ended June 30, 2017

Total fund balances $ 4,200,803

Amounts reported for governmental activities in the
statement of net position are different because:

Capital assets used in governmental activities are not financial resources
and, therefore, are not reported in the funds. The cost of the assets is
$20,156,760 and the accumulated depreciation is $7,705,467. 12,451,293

Some of the District's receivables will be collected after year-end, but are
not available soon enough to pay for the current-period expenditures,
and therefore are deferred in the funds. 578,350

PSPRS refund amounts are not due and payable in the current period and, thereofore (945,240)
are not reported as a liability in the funds.

Long-term liabilities are not due and payable in the current period and
therefore, are not reported in the funds. (26,641,478)

Some deferred outflows and inflows of resources are applicable to future
reporting periods and, therefore, are not reported in the funds:
periods and, therefore, are not reported in the funds.
Deferred outflows of resources related to pensions 7,386,014
Deferred inflows of resources related to pensions (1,111,440)

Some investments used in governmental activities are not financial resources
and, therefore, are not reported in the funds.
Investment in joint venture - RWC 395,190

Net position of governmental activities $ (3,686,508)

The accompanying notes are an
integral part of these basic financial statements.
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North County Fire & Medical District
Statement of Revenues, Expenditures, and Changes in Fund Balances
Governmental Funds

Year Ended June 30, 2017
Major Funds Total
Capital Special Governmental
General Projects Projects Funds
Revenues:
Taxes:
Property taxes $ 11,793,695 $ - $ - $ 11,793,695
Fire district assistance tax 628,216 - - 628,216
Ambulance fees 2,438,659 - - 2,438,659
Program revenues 289,844 - - 289,844
Firefighter relief and pension 146,637 - - 146,637
Intergovernmental 877,572 - - 877,572
Investment earnings 11,236 17,505 72 28,813
Other and contributions 438 - 12,609 13,047
Total revenues 16,186,297 17,505 12,681 16,216,483
Expenditures:
Public safety-fire protection and
emergency medical services:
Current:
Salaries and wages 8,657,074 - - 8,657,074
Employee benefits 4,370,652 - - 4,370,652
Materials and supplies 436,070 - 12,314 448,384
Administrative 349,255 14,806 - 364,061
Professional services 397,160 - - 397,160
Utilities and communications 621,210 - - 621,210
Repairs and maintenance 303,837 - - 303,837
Training and related 75,036 - - 75,036
Insurance - general 72,363 - - 72,363
Other and grants - 257,916 - 257,916
Capital outlay - 665,836 - 665,836
Debt service:
Principal 613,620 - - 613,620
Interest 176,638 - - 176,638
Total expenditures 16,072,915 938,558 12,314 17,023,787
Excess (deficiency) of revenues
over expenditures 113,382 (921,053) 367 (807,304)
Other financing sources (uses):
Transfers in - 2,559,969 - 2,559,969
Transfers out (2,559,969) - - (2,559,969)
Total other financing sources (uses) (2,559,969) 2,559,969 - -
Net change in fund balances (2,446,587) 1,638,916 367 (807,304)
Fund balances, beginning of year, as restated 4,222,217 726,355 59,535 5,008,107
Fund balances, end of year $ 1,775,630 $ 2365271 $ 59,902 $ 4,200,803

The accompanying notes are an
integral part of these basic financial statements.
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North County Fire & Medical District
Reconciliation of the Statement of Revenues,
Expenditures and Changes in Fund Balances of Governmental Funds
to the Statement of Activities
Year Ended June 30, 2017

Net change in fund balances - total governmental funds

Amounts reported for governmental activities in the statement of
activities are different because:
Capital outlays are reported in governmental funds as expenditures.
However, in the statement of activities, the cost of those assets

is allocated over their estimated useful lives and reported as depreciation expense.

In the current period, these amounts are:
Expenditure for general capital outlay
Depreciation expense

Property tax revenues and certain charges for services reported in

the Statement of Activities that do not provide current financial resources

and therefore, are not reported as revenues in the governmental funds.

District pension contributions are reported as expenditures in the governmental

funds when made. However, they are reported as deferred outflows of

resources in the Statement of Net Position because the reported net pension
liability is measured a year before the District's report. Pension expense,

which is the change in the net pension liability adjusted for changes in

deferred outflows and inflows of resources related to pensions, is reported

in the Statement of Activities (includes both PSPRS & ASRS):
District pension contributions
Pension expense

Increase in claims and judgements (PSPRS refunds described in Note 13)

Some expenses in the Statement of Activities do not require the
use of current financial resources and, therefore, are not
reported as expenditures in the governmental funds:
Compensated absence expenses reported in the statement of
activities do not require the use of current financial resources and,
therefore, are not reported as expenditures in governmental funds.

Debt proceeds provide current financial resources to governmental
funds, but issuing debt increases long-term liabilities in the
statement of net assets. Repayment of debt principal is an
expenditure in the governmental funds, but the repayment reduces
long-term liabilities in the statement of net assets. In the current
year, activity related to debt consisted of principal paid.

Change in net position of governmental activities

The accompanying notes are an
integral part of these basic financial statements.
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(807,304)

665,836
(794,363)

174,938

1,699,543
(3,531,613)

(945,240)

(357,214)

613,620

(3,281,797)




North County Fire & Medical District
Notes to Financial Statements
Year Ended June 30, 2017

Note 1 — Summary of Significant Accounting Policies

The accounting policies of North County Fire & Medical District (the “District”) conform to generally

accepted accounting principles applicable to governmental units adopted by the Governmental
Accounting Standards Board (GASB).

Reporting Entity

The District was established in 1981 pursuant to Arizona Revised Statute Title 48 and is a special
purpose local government governed by a separately elected governing body. The District is legally
separate and fiscally independent of other state and local governments. As required under generally
accepted accounting principles, these financial statements present the activities of the District (a
primary government) and its component units. Component units are legally separate entities for which
the District is considered to be financially accountable. Blended component units, although legally
separate entities, are in substance part of the District's operations. The District has no discretely
presented or blended component units.

The District merged with the Wittmann Fire & Medical District (WFMD) as of October 13, 2016. In
accordance with GAAP, the District recorded the merger effective as of July 1, 2016 and included all

of the assets, deferred outflows, liabilities, deferred inflows, revenues and expenditures from that date
forward.

Basis of Presentation

The basic financial statements include both government-wide statements and fund financial statements.
The government-wide statements focus on the District as a whole, while the fund financial statements
focus on major funds. Each presentation provides valuable information that can be analyzed and
compared between years and between entities to enhance the usefulness of the information.

Government-wide statements — These statements include a statement of net position and a statement of
activities. These statements report the financial activities of the overall government.

A statement of activities presents a comparison between direct expenses and program revenues for
each function of the District’s governmental activities. Direct expenses are those that are specifically
associated with a program or function and, therefore, are clearly identifiable to a particular function.

Program revenues include:

e Charges to customers for services provided;
e Operating grants and contributions, and
e Capital grants and contributions
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Notes to Financial Statements - Continued

Note 1 — Summary of Significant Accounting Policies - Continued

Revenues not classified as program revenues, including internally dedicated resources and all taxes,
are reported as general revenue.

The effect of interfund activity has been eliminated from the government-wide financial statements to
minimize the duplicate reporting of internal activities.

Fund financial statements — provide information about the District’s funds. The emphasis of fund
financial statements is on major governmental funds, each displayed in a separate column. All
remaining governmental funds are aggregated and reported as nonmajor funds.

The District reports the following major governmental funds:

o The general fund is the District’s primary operating fund which accounts for all financial
resources except those required to be accounted for in another fund.

o The capital projects fund is used to account for activities related to the acquisition or
construction of significant capital assets.

e The special projects fund is a special revenue fund used to account for restricted donations and
related expenditures for community service programs.

Basis of Accounting

The government-wide financial statements are presented using the economic resources measurement
focus and the accrual basis of accounting. Revenues are recorded when eamed and expenses are
recorded at the time liabilities are incurred, regardless of when the related cash flows take place.
Property taxes are recognized as revenue in the year they are levied. Grant and contract revenues are
recognized when all eligibility requirements have been met.

Governmental funds in the fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Under this method, revenues are
recognized when measurable and available. The District considers all revenues reported in the
governmental funds to be available if the revenues are collected within 60 days after year-end.
Expenditures are recorded when the related fund liability is incurred, except for principal and interest

on general long-term debt, claims and judgments, and compensated absences, which are recognized as
expenditures to the extent they are due and payable.

General capital asset acquisitions are reported as expenditures in governmental funds. Proceeds of

general long-term debt and acquisitions under capital lease agreements are reported as other financing
sources.

Taxes, leases, and investment income associated with the current fiscal period are all considered to be
susceptible to accrual and have been recognized as revenues of the current fiscal period.
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Notes to Financial Statements - Continued

Note 1 — Summary of Significant Accounting Policies - Continued

All other revenue items are considered to be measureable and available only when cash is received by
the government.

Fund Balance Classifications

Fund balances of the governmental funds are reported separately within classifications based on a
hierarchy of the constraints placed on the use of those resources. The classifications are based on the
relative strength of the constraints that control how the specific amounts can be spent. The
classifications are nonspendable, restricted, and unrestricted (which includes committed, assigned, and
unassigned fund balance classifications).

When an expenditure is incurred that can be paid from either restricted or unrestricted fund balances,
it’s the District’s policy to use restricted fund balance first. For the disbursement of unrestricted fund
balances, it is the District’s policy to use committed amounts first, followed by assigned amounts, and
lastly unassigned amounts.

Nonspendable fund balance - amounts that cannot be expended because they are either not in

spendable form such as prepaid items, or are legally or contractually required to be maintained
intact.

Restricted fund balances - amounts that have externally imposed restrictions on their usage by
creditors, such as through debt covenants, grantors, contributors, or laws and regulations.

Committed fund balances - amounts with self-imposed limitations approved by the District’s board
of directors, which is the highest level of decision-making authority within the District. The
constraints placed on committed fund balances can only be removed or changed by the board
through a formal resolution.

Assigned fund balances - amounts that are constrained by the District’s intent to be used for
specific purposes, but are neither restricted nor committed. The Board of Directors has authorized
the Fire Chief to make assignments of resources for specific purposes.

Unassigned fund balance - the residual classification for the general fund and includes all
spendable amounts not reported in the other classifications. Also, deficits in fund balances of the
other governmental funds are reported as unassigned.

Commitments of Fund Balance

The District has adopted a policy whereby it will transfer any unassigned and unencumbered revenues
to the capital projects fund to provide for planned future acquisitions of apparatus, vehicles, buildings
and improvements. Such transfers are not restricted by statute and can be transferred back to the
general fund upon board approved changes to the District's policies. As of June 30, 2017, the District's
governing board has committed $359,819 of the general fund balance to be transferred and used for
future capital projects.
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Notes to Financial Statements - Continued

Note 1 — Summary of Significant Accounting Policies - Continued

Assignments of Fund Balance

Effective June 30, 2017, the District adopted a policy whereby it will assign unencumbered revenues
equivalent to the unexpended budgeted wages and benefits to the employee benefit liability account
(EBLA) within the general fund. This assignment will provide for the funding of previously unfunded
liabilities associated with compensated absences. The EBLA will be evaluated annually and monies
assigned based on the unexpended budget associated with wages and benefits, the fiscal year end
compensated absence liability and current balance of the EBLA. Such assignments are not restricted

by state statute and can be unassigned upon board approval. As of June 30, 2017, $97,221 was
assigned for this purpose.

Cash and Investments

The District's cash and cash equivalents are considered to be cash on hand, demand deposits, and short-
term investments with original maturities of three months or less from the date of acquisition.

Arizona Revised Statutes authorize special districts to invest public monies in the Arizona State
Treasurer's local government investment pool, interest bearing savings accounts, certificates of deposit
and in accounts of any savings and loan associations insured by an agency of the government of the
Unites States, up to the amount of such insurance or pledged collateral. All investments are stated at
fair value based on market prices.

Prepaid Items

Prepaid items are accounted for using the purchase method in the governmental fund financial
statements. Using this method, expenditures are reported at the time of purchase and unexpended
amounts at year-end are reported on the balance sheet as a prepaid item for informational purposes
only and are offset by a fund balance reserve to indicate that they do not constitute “available

spendable resources.”

In the government-wide financial statements, prepaid purchases are recorded as assets when the goods
or services are purchased and expensed over the period consumed.

Receivables and Payables

Activity between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as "advances to/from other funds."
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Notes to Financial Statements - Continued

Note 1 — Summary of Significant Accounting Policies - Continued

All program service receivables are shown net of an allowance for uncollectible accounts. The amount
of the estimated uncollectible program service receivables at June 30, 2017, was $1,619,924, which
represents 80.0% of the current program service receivables balance of $2,031,945.

The District levies real property taxes on or before the third Monday in August. Such levies, collected
by Maricopa County, become due and payable in two equal installments; the first is due on the first
day of October and the second is due on the first day of March in the subsequent year. There is no

allowance for uncollectible accounts on taxes receivables as the District has a subordinated lien on all
properties subject to the tax.

In July, 2017, the District was required to pay out pension contributions and interest for the settlement
of the Parker lawsuit. The lawsuit was the result of PSPRS raising employee contribution rates over
six years. The courts determined that this was unconstitutional, with the result of the District refunding
those contributions with interest. The total amount of the payout is $945,240. This was recorded as a
liability in the government wide statements.

Capital Assets

Capital assets are reported in the government-wide financial statements at actual cost or estimated
historical cost if historical records are not available. The costs of normal maintenance and repairs that
do not add to the value of the asset or materially extend the asset’s life are not capitalized.

Capital assets are depreciated using the straight line method as follows:

_ Capital asset class Threshold Estimated useful life
Buildings $ 50,000 30 to 40 years
Improvements, other than buildings $ 50,000 30 to 40 years
Vehicles, furniture and equipment $ 5,000 3to 15 years

Deferred Outflows/Inflows of Resources

The statement of net position and balance sheet include separate sections, as appropriate, for deferred
outflows of resources and deferred inflows of resources. Deferred outflows of resources represent a
consumption of net position that applies to future periods that will be recognized as an expense or
expenditure in future periods. Deferred inflows of resources represent an acquisition of net position or
fund balance that applies to future periods and will be recognized as revenue in future periods

Restricted Assets

Certain proceeds of the District's long-term debt, as well as certain resources set aside for their
repayment, and contributions for specific purposes are classified as restricted assets on the balance

sheet because they are maintained in separate bank accounts and their use is limited by applicable
contribution or debt covenants.
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Notes to Financial Statements - Continued

Note 1 — Summary of Significant Accounting Policies - Continued

Compensated Absences

Effective July 1, 2012, the District modified the accrued leave management policy which directly
affects compensated absences. With the adoption of the changes to this policy, the District classified

employees into two categories: tier 1 employees are employees hired after July 1, 2012, and tier 2
employees are employees hired prior to July 1, 2012.

Tier 1 employees accrue paid-time-off (PTO) on a bi-weekly basis after successful completion of six
months of their initial probationary period. PTO may be utilized for vacations, personal business,
illness, injury or family needs. PTO time is subject to maximum accrual limitations of 960 hours for
shift personnel and 640 hours for non-shift personnel and any balances held at termination are paid in
full to the employee.

Tier 2 employees receive annual accruals of sick and vacation leave on the anniversary of their date of
hire. Vacation is accrued in accordance with District policy determined shift and non-shift
classifications and years of service. Vacation leave must be utilized within the twelve month period
after date of issue or it is forfeited under current District policy and any balances are paid in full at
termination. Leave accruals are to be used throughout the year. Any unused allotments are accrued
and carried forward to subsequent years. Upon separation from the District, accrued sick leave is
forfeited per policy with the following exception: if (i) the employee has met all requirements of
District policy, (ii) qualifies for normal retirement under the Arizona State Retirement System (ASRS)
or the Public Safety Personnel Retirement System (PSPRS), and (iii) separates from the District for the
purposes of formally retiring and immediately drawing retirement benefits, they will be eligible for a
pay-out of remaining accrued sick leave at a ratio of 50%. Tier 2 employees will eventually be
eliminated through attrition, ultimately reducing compensated absence liabilities. All compensated
absence liabilities are paid by the general fund.

Long-term Obligations

In the government-wide financial statements, long-term debt and other long-term obligations are
reported as liabilities in the statement of net position.

Intergovernmental Grants and Aid
Monies received from other government agencies in the form of grants or aid based on an entitlement
period are recorded as intergovernmental receivables and revenues when entitlement occurs.

Reimbursement grants are recorded as intergovernmental receivables and revenues when the related
expenditures are incurred.
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Notes to Financial Statements ~ Continued

Note 1 — Summary of Significant Accounting Policies — Continued

Estimates

The preparation of the basic financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
basic financial statements and the reported amounts of revenues and expenses during the tax calendar
reporting period. Actual results may differ from those estimates.

Budgetary Accounting

The District is required, under Arizona Revised Statutes, to adopt a budget each fiscal year and to
submit to the county treasurer and the county board of supervisors no later than the first day of August
each year; under statute only the general fund must legally adopt an annual budget. The adopted
budget is on the modified accrual basis of accounting, which is a legally allowable basis for budgetary
purposes.

All annual appropriations lapse at fiscal year end. The District is subject to expenditure limitations
under Arizona Revised Statutes. Statutes also do not permit the District to incur debt in excess of the
tax levy outstanding and to be collected plus the available and unencumbered cash on deposit. The
limitation is applied to the total of the combined governmental funds.

Note 2 — Beginning Balance Restated

Beginning net position is being restated due to the examination of the Intergovernmental Agreement
governing the Regional Wireless Cooperative “RWC.”

The District currently participates with nineteen other cities and districts in the Regional Wireless
Cooperative agreement for the construction, operation and maintenance of a regional communications
network. The District is a Maintenance Manager of the Network. As a Maintenance Manager, the
District operates and maintains a portion of the network.

The District has an ongoing financial responsibility as a result of the agreement to participate in the
cost to construct, operate and maintain the network. The District’s share of costs is determined based
on the proportionate number of subscriber units in use at the time of assessment. The equity interest
for the District at June 30, 2016, the most recent information available, was $395,190 per RWC’s

separately issued annual financial statements. This amount has been recognized as an Investment in
Joint Venture as of June 30, 2016.

In addition, due to the merger with Wittmann Fire & Medical District, both the beginning net position
and beginning fund balance was restated for the assets and liabilities as follows:
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Notes to Financial Statements - Continued

Note 2 — Beginning Balance Restated — Continued

Fund Balance Net Position
Net position and fund balance as previously
reported at June 30, 2016 $ 3,555,011 $( 2,139,243)
Investment in RWC - 395,190
Wittman current assets 711,351 786,235
Wittmann net capital assets - 878,598
Wittman current liabilities (  44,145) ( 44,145)
Wittmann pension liabilities - ( 47,607)
Wittmann debt principal - ( 233,739)
$ 4222217 $( 404,711

As part of the merger, $631,823 of fund balance/net position as reported on a modified cash basis of
accounting were transferred to the District. Additional adjustments of $1,339,342 and $35,383 were
made by the District to present the balances on a full accrual and modified accrual basis of accounting,
respectively, as of July 1, 2016.

Note 3 — Cash and Investments

Arizona Revised Statutes (ARS) require all monies levied by the District to be collected and held by
the County Treasurer's office and included in the County's Local Government Investment Pool (LGIP).
Monies received by the District as part of services, contributions or proceeds from the issuance of
long-term debt can be deposited with the County LGIP, the State of Arizona LGIP or with local
financial institutions based on the District's policies.

The District utilizes Maricopa County as its repository for cash and allows their pool to invest those
funds; accordingly, the District does not have its own formal investment policy with respect to credit
risk, custodial credit risk, concentration of credit risk, interest rate risk, or foreign currency risk for
investments.

Cash on Hand and Deposits — At June 30, 2017, the District's carrying amount of the total cash in bank
was $803,554, and the bank balance was $818,795. In addition, total cash on hand was $300. At June

30, 2017, uninsured deposit balances of $506,401 was fully collateralized by the pledging financial
institution’s trust department in the District’s name.

Investments — The District’s investments at June 30, 2017 are categorized within the fair valuc
hierarchy established by generally accepted accounting principles. The hierarchy is based on the

valuation inputs used to measure the fair value of the asset.

The District’s investments at June 30, 2017, were as follows:

_ Investment Type Amount
Maricopa County Treasurer’s investment pool $ 1,292,332
Arizona State Treasurer’s investment pool 2,361,167

$ 3,653,499
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Notes to Financial Statements - Continued

Note 3 — Cash and Investments — Continued

Maricopa County Treasurers’ investment pool and the Arizona State Treasurer’s investment pool are
not registered with the Securities and Exchange Commission and there is no regulatory oversight of
their operations. However, the majority of Maricopa County’s investment pool is invested in the State
of Arizona’s local government investment pool which is regulated by the State Board of Investment.
The pools’ structure does not provide for shares, and the counties have not provided or obtained any
legally binding guarantees to support the value of the participants' investments. Participants in the pool
are not required to categorize the value of shares in accordance with the fair value hierarchy.

Credit risk - State law limits deposits and investments to the Arizona State Treasurer's Local
Government Investment Pool (LGIP); interest bearing savings accounts, and certificates of deposit
which have a maturity date of not more than one year and in accounts of any savings and loan
associations insured by an agency of the government of the Unites States, up to the amount of such
insurance or pledged collateral.

Custodial credit risk — For an investment, custodial credit risk is the risk that, in the event of the
counterparty’s failure, the District will not be able to recover the value of its investments or collateral
securities that are in the possession of an outside party. In the case of demand and time deposits, there
is the risk that in the event of a bank failure, the District's deposits may not be returned. Statutes
require collateral for demand deposits, certificates of deposit, and repurchase agreements at 101
percent of all deposits not covered by federal depository insurance.

Interest rate risk — At June 30, 2017, the District’s investments can be withdrawn from the pool at will
and therefore, are not subject to a significant amount of interest rate risk.

Foreign currency risk — The District does not have a formal investment policy with respect to foreign
currency risk because state statutes do not allow foreign investments.

Note 4 — Receivables

Receivables as of June 30, 2017 for the District's general fund, including the applicable allowances for
uncollectible accounts, are as follows:

Taxes $ 169,290
Program services 2,031,944
Other fees and reimbursements 270,505
QGross receivables 2,471,739
Less allowance for uncollectibles (1,619,924)
Net total receivables $ 851,815

32



Notes to Financial Statements - Continued

Note 5 — Capital Assets

Due to the merger with Wittman Fire & Medical District, the beginning capital asset balances have
been restated as of July 1, 2016. Capital asset activity for the year ended June 30, 2017 was as

follows:

Capital assets not
being depreciated:
Land and improvements
Construction in progress
Total capital assets
not being depreciated

Capital assets
being depreciated:

Buildings and improvements
Apparatus
Operations equipment
Communications and
computer equipment
Total capital assets
being depreciated
Less: accumulated
depreciation for:
Buildings and improvements
Apparatus
Operations equipment
Communications and
computer equipment
Total accumulated
depreciation
Total capital assets being
depreciated, net

Total capital assets, net

Balance
July 1, 2016, Balance
as restated Increases Decreases  June 30,2017
$ 629,666 - $ - $ 629,666
717,518 426,951 (717,518) 426,951
1,347,184 426,951 (717,518) 1,056,617
11,839,030 64,612 - 11,903,642
5,050,155 840,347 - 5,890,502
748,446 - - 748,446
506,109 51,444 - 557,553
18,143,740 956,403 - 19,100,143
(2,926,094) ( 320,538) - (3,246,632)
(3,099,127) ( 414,177) - (3,513,304)
( 538,223) ( 49,757) - ( 587,980)
( 347,660) ( 9.891) - ( 357,551
(6,911,104) (. 794,363) - (7,705,467)
11,232,636 162,040 - 11,394,676
$ 12,579,820 $ 588,991 $(717,518) § 12,451,293




Notes to Financial Statements - Continued

Note 6 — Changes in Long-Term Liabilities

Due to the merger of the Wittmann Fire & Medical District, the beginning balances of long term
liabilities as have been restated as of July 1, 2016. A summary of the changes in long-term liabilities
for the year ended June 30, 2017 follows:

Balance,
July 1, 2016, Balance Due Within
as restated Additions Reductions  June 30, 2017 1 Year
Compensated
absences $ 818340 $ 478,807 ¥( 121,593) § 1,175,554 $ 99,389
PSPRS pension obligation 11,321,577 17,153,247 ( 11,321,577) 17,153,247 -
ASRS pension obligation 2,901,306 2,834,361 ( 2,901,306) 2,834,361 -
Obligations under
capital leases 6,089,937 - ( 611,621) 5,478,316 396,714
Total $ 21,131,160  $20,466,415 $( 14,956,097) $ 26,641,478 $ 496,103
Capital Leases

In previous years, the District acquired buildings, vehicles, and equipment under an agreement that
was refinanced during the 2014 fiscal year. The proceeds from the new lease totaled $6,202,391 in
which $5,199,894 was used to repay the outstanding principal and accrued interest on the old lease and
the issuance costs. The remaining $1,002,497 was placed in escrow for future improvements and
equipment purchases. The refinanced lease extends the term from 2025 to 2028 while the interest rate
decreased from 4.30% to 2.99%. The total increase in future principal and interest payments because
of the new debt is $1,524,855. The estimated economic gain because of this transaction was $143,551
and the difference between the carrying value of the old debt and the reacquisition price was not
considered material to record as a deferred outflow in the government-wide financial statements.
Upon the final payment, title to the leased assets transfers to the District.

During the 2013 fiscal year, the District entered into a purchase agreement with a company to lease
solar equipment for up to 20 years. The District used its implicit borrowing rate of 3% to calculate the
present value of future minimum payments which resulted in a net present value of minimum lease

payments of $800,539. The agreement provides a buyout option which extends through the end of the
lease period.

At June 30, 2017, assets acquired through capital leases are as follows:

Buildings and improvements $ 6,639,308
Less: accumulated depreciation (1,9401,140)
Net carrying value $ 4,699,168

The future minimum lease payments under the capital leases, together with the present value of the net
minimum lease payments as of June 30, 2017 were as follows:
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Notes to Financial Statements - Continued

Note 6 — Changes in Long-Term Liabilities - Continued

Year ended June 30,

2018 $ 557,738

2019 557,738

2020 557,738

2021 557,738

2022 557,738

2023-2027 2,800,998

2028-2032 737,738

2033 255,000

Total minimum lease payments 6,582,426
Less: amount representing interest (1,104,110)

Present value of minimum lease payments $ 5,478,316

Note 7 — Operating Leases

The District leases the land upon which Fire Station 104 was constructed under the provisions of a
long-term lease agreement classified as an operating lease for accounting purposes. The terms of the
operating lease are $1 annually for 50 years, with renewal options for 5-year terms thereafter. The
effect of this lease on current and future reporting periods is nominal.

Note 8 — Tax and Revenue Anticipation Line of Credit

On behalf of the District, the Maricopa County Treasurer’s Office established a line of credit in the
amount of $3,000,000, with a local financial institution; interest is calculated at approximately 60% of
the current prime rate. The line of credit can only be drawn by the County Treasurer to pay warrants
issued by the District prior to the collection of the property tax levy in the current year. Pursuant to
Arizona Revised Statute §48-807(H), the balance on the line of credit may not exceed 90% of the
District’s tax levy outstanding and to be collected. The line of credit is paid by the County Treasurer
upon receipt of property taxes or as cash is available. During the year ended June 30, 2017, the District
utilized the line of credit in the amount of $410,200 over the course of the year, but did not have an
outstanding balance at year end.

Note 9 — Net Revenue

The District provides emergency medical and ambulance transportation services (both emergent and
non-emergent interfacility transports), within the same geographic region as it provides fire prevention
and suppression services. Charges for such emergency medical and transportation services are
recognized as service revenues. Net revenue is reported at the estimated net realizable amounts from
patients, third-party payers, and others for services rendered, including estimated retroactive
adjustments under reimbursement allowances with third-party payers, provisions for bad debt and
uncompensated care.
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Notes to Financial Statements - Continued

Note 10 — Commitments and Contingencies — Continued

Risk Management

The District is contingently liable for claims and judgments resulting from lawsuits incidental to
normal operations. In the opinion of the District's management, adverse decisions that might
result, to the extent not covered by insurance, would not have a material effect on the financial
statements. No provision has been made in the financial statements for possible losses of this
nature.

Note 11 — Interfund Receivables, Payables and Transfers

Interfund balances resulted from cash being pooled in the general fund on behalf of other funds
or expenditures that occurred within the general fund and were later reimbursed by other funds.
At June 30, 2017, the general fund had an interfund receivable of $8,320 from the special
projects fund. Also, the general fund transferred $2,559,969 to the capital projects fund to
eliminate the deficit fund balance in this fund.

Note 12 — Employee Retirement Systems and Post Employment Plans

The District and employees contribute to two retirement plans. These plans are the Arizona State
Retirement System (ASRS) and the Public Safety Personnel Retirement System (PSPRS).
Benefits for non-public safety personnel are established based on contributions to the plan. For
public safety personnel, state statute regulates retirement, death, long-term disability, and
survivor insurance premium benefits,

At June 30, 2017, the District reported the following aggregate amounts related to pensions for
which it contributes:

ASRS PSPRS Total
Net pension liability $ 2,834,361 $ 17,153,247 $ 19,987,608
Deferred outflows of resources 596,036 6,789,978 7,386,014
Deferred inflows of resources 488,388 623,052 1,111,440
Pension expense 91,830 3,439,783 3,531,613
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Notes to Financial Statements - Continued

Note 12 — Employee Retirement Systems and Post Employment Plans — Continued

A. Arizona State Retirement System

Plan Description: The District contributes to a cost-sharing multiple-employer defined benefit
pension plan; a cost-sharing multiple employer defined benefit health insurance premium plan;
and a cost-sharing, multiple-employer defined benefit long-term disability plan administered by
the Arizona State Retirement System (ASRS) that covers employees of the State of Arizona and
employees of participating political subdivisions and school districts.

The ASRS is governed by the Arizona State Retirement System Board according to the
provisions of Arizona Revised Statute Title 38, Chapter 5, Article 2. The ASRS issues a publicly
available financial report that includes its financial statements and required supplementary
information. Reports may be obtained online at www.azasrs.gov, by writing or calling: Arizona
State Retirement System, 3300 N. Central Avenue, Phoenix, Arizona 85012, (602) 240-2000.

Benefits Provided - Benefits are established by state statute and generally provide retirement,
long-term disability, and health insurance premium benefits, including death and survivor
benefits. The retirement benefits are generally paid at a percentage, based on years of service, of
the retiree’s average compensation. Long-term disability benefits vary by circumstance, but
generally pay a percentage of the employee’s monthly compensation. The health insurance
premium benefit is paid as a fixed dollar amount per month toward the retiree’s health care
insurance premiums, in amounts based on whether the benefit is for the retiree or for the retiree
and his or her dependents. State statute establishes benefit terms. Retirement benefits are
calculated on the basis of age, average monthly compensation, and service credit as follows:

Retirement initial membership date

Bejore July 1, 2011 On or after July 1, 2011
Sum of years and age equals 80 30 years age 55
Years of service and 10 years age 62 25 years age 60
age required to 5 years, age 50 * 10 years, age 62
receive benefits any years age 65 5 years age 50*
Any years age 65
Final average salary Highest 36 consecutive months Highest 60 consecutive
is based on of last 120 months months of last 120 months
Benefit percent per
year of service 2.1%102.3% 2.1%t0 2.3%

* With actuarially reduced benefits

Retirement benefits for members who joined the ASRS prior to September 13, 2013, are subject
to automatic cost-of-living adjustments based on excess investment earning. Members with a
membership date on or after September 13, 2013, are not eligible for cost-of-living adjustments.
Survivor benefits are payable upon a member’s death. For retired members, the survivor benefit
is determined by the retirement benefit option chosen. For all other members, the beneficiary is
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Note 12 — Emplovee Retirement Systems and Post Employvment Plans — Continued

entitled to the member’s account balance that includes the member’s contribution and
employer’s contributions, plus interest earned.

Contributions — In accordance with state statutes, annual actuarial valuations determine active
member and employer contribution requirements. The Arizona State Legislature establishes and
may amend active plan members’ and the County’s contribution rates. The combined active
member and employer contribution rates are expected to finance the costs of benefits employees
earn during the year, with an additional amount to finance any unfunded accrued liability.

For the year ended June 30, 2017, active ASRS members were required by statute to contribute
at the actuarially determined rate of 11.48 percent (11.34 percent retirement and 0.14 percent for
long-term disability) of the active members' annual covered payroll, which is the same
contribution rate for the District. The District's contributions to ASRS for the year ended June
30,2017 was $214,782.

The District’s OPEB contributions for the current and two preceding years, all of which were
equal to the required contributions, were as follows:

Long-
Health Benefit Term

Years ended June Retirement Supplement Disability
30, ~ Fund Fund Fund

2017 $ 203,172 $ 9,363 § 2,247

2016 175,195 8,073 1,938

2015 179,848 9,744 1,982

During fiscal year 2017, the District paid for ASRS from the general fund.

Pension Liability — At June 30, 2017, the District reported a liability of $2,834,361 for its
proportionate share of the ASRS net pension liability. The net pension liability is measured as of
June 30, 2016. The total pension liability used to calculate the nct pension liability was
determined using updated procedures to roll forward the total pension liability from an actuarial
valuation as of June 30, 2015, to the measurement date of June 30, 2016. The total pension
liability as of June 30, 2016, reflects a change in actuarial assumption for a decrease in loads for
future potential permanent benefit increases.

The District’s proportion of the net pension liability was based on the District’s actual
contributions to the plan relative to the total of all employers’ contributions for the year ended
June 30, 2016. The District’s proportion measure as of June 30, 2016, was 0.018 percent, which
was consistent to its proportion measured as of June 30, 2015.
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Note 12 — Employee Retirement Systems and Post Emplovment Plans — Continued

Pension Expense and Deferred Outflows / Inflows of Resources — For the year ended June 30,
2017, the District recognized pension expense for ASRS of $91,830. At June 30, 2017, the
District reported deferred outflows of resources and deferred inflows of resources related to
ASRS from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected and actual
experience $ 17,224 $ 194,983
Net difference between projected and actual
earnings 307,151 -
Changes of assumptions or other inputs - 149,961
Changes in proportion and differences between
contributions and proportionate share of
contributions 56,879 143,444
District contributions subsequent to the
measurement date 214,782 -
Total $ 596,036 $ 488,388

The $214,872 reported as deferred outflows of resources relates to ASRS pensions resulting from
the District’s contributions subsequent to the measurement recognized as a reduction of the net
pension liability in the year ended June 30, 2018. Other amounts reported as deferred outflows
of resources and deferred inflows of resources related to ASRS pensions will be recognized in
pension expense as follows:

Year ending June 30

2018 $( 161,797)
2019 ( 145,636)
2020 114,174
2021 86,125

Actuarial Assumptions — The significant actuarial assumptions used to measure the total pension
liability are as follows:

Actuarial valuation date June 30, 2015
Actuarial roll forward date June 30, 2016
Actuarial cost method Entry age normal
Investment rate of return 8%
Projected salary increases 3-6.75%
Inflation 3%
Permanent benefit increase Included
Mortality rates 1994 GAM Scale BB

Actuarial assumptions used in the June 30, 2015, valuation were based on the results of an
actuarial experience study for the 5-year period ended June 30, 2012.
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Note 12 — Emplovee Retirement Systems and Post Employment Plans — Continued

Actuarial assumptions used in the June 30, 2015, valuation were based on the results of an
actuarial experience study for the 5-year period ended June 30, 2012.

The long-term expected rate of return on ASRS pension plan investments was determined to be
8.75 percent using a building-block method in which best-estimate ranges of expected future real
rates of return (expected returns, net of pension plan investment expense and inflation) are
developed for each major asset class.

These ranges are combined to produce the long-term expected rate of return by weighting the
expected future real rates of return by the target asset allocation percentage and by adding
expected inflation. The target allocation and best-estimates of arithmetic real rates of return for
each major asset class are summarized in the following table:

Target Long-Term Expected
Asset Class Allocation Real Rate of Return
Equity 58% 6.73%
Fixed income 25% 3.70%
Real Estate 10% 4.25%
Multi-asset class 5% 3.41%
Commodities 2% 3.84%
Total 100%

Discount Rate — The discount rate used to measure the ASRS total pensions liability was 8
percent, which is less than the long-term expected rate of return of 8.75 percent. The projection
of cash flows used to determine the discount rate assumed that contributions from participating
employers will be made based on the actuarially determined rates based on the ASRS Board’s
funding policy, which establishes the contractually required rate under Arizona statute. Based on
those assumptions, the pension plan’s fiduciary net position was projected to be available to
make all projected future payments of current plan members. Therefore, the long-term expected

rate of return on pension plan investments was applied to all periods of projected benefit
payments to determine the total pension liability.

Sensitivity of the District’s Proportionate Share of the ASRS Net Pension Liability in the
Discount Rate — The following table presents the District’s proportionate share of the net
pension liability calculated using the discount rate of 8 percent, as well as what the District’s
proportionate share of the net pension liability would be if it were calculated using a discount

rate that is 1 percentage point lower (7 percent) or 1 percentage point higher (9 percent) than the
current rate.

Current
1% Decrease Discount Rate 1% Increase
%) (8%) (9%)
The District’s proportionate share of
the net pension liability __$ 3,614,025 $ 2,834,361 $ 2,209,240
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Note 12 — Employee Retirement Systems and Post Employment Plans — Continued

Pension Plan Fiduciary Net Position — Detailed information about the pension plan’s fiduciary
net position is available in the separately issued ASRS financial report.

B. Public Safety Personnel Retirement System

Plan Description — During 1989, the District entered into a Joinder Agreement with the Arizona
State Public Safely Personnel Retirement System (PSPRS), an agent multiple-employer defined
benefit pension plan and an agent multiple-employer defined benefit health insurance premium
benefit (OPEB) plan, to cover all full-time personnel engaged in fire suppression activities and/or
fire support. A nine-member board known as the Board of Trustees and the participating local
boards govern the PSPRS according to the provisions of A.R.S Title 38, Chapter 5, Article 4.

The PSPRS issues a publicly available financial report that includes their financial statements

and required supplementary information of PSPRS. The reports are available on the PSPRS
Web site at www.psprs.com.

Benefits Provided - The PSPRS provides retirement, health insurance premium supplement,
disability, and survivor benefits. State statute establishes benefit terms. Retirement, disability,
and survivor benefits are calculated on the basis of age, average monthly compensation, and
service credit as follows:

Initial membership date:

Retirement and Disability Before January 1,2012 On or after January 1, 2012
Years of service and age 20 years, any age 25 years, age 52.5
required to receive benefit 15 years, age 62
Final average salary is based on ~ Highest 36 consecutive months of last Highest 60 consecutive
20 years months of last 20 years
Benefit percent
Normal Retirement 50% less 2.0% for each year of credited ~ 2.5% per year of credited

service less than 20 years OR plus 2.0%  service, not to exceed 80%
to 2.5% for each year of credited service
over 20 years, not to exceed 80%

Accidental Disability
Retirement 50% or normal retirement, whichever is greater

Catastrophic Disability 90% for the first 60 months then reduced to either 62.5% or normal
Retirement retirement, whichever is greater

Ordinary Disability Normal retirement calculated with actual years of credited service or
Retirement 20 years of credited service, whichever is greater, multiplied by years

of credited service (not to exceed 20 years) divided by 20
Survivor Benefit

Retired Members 80% to 100% of retired members pension benefit

Active Members 80% to 100% of accidental disability retirement benefit or 100% of
average monthly compensation if death was the result of injuries
received on the job
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Retirement and survivor benefits are subject to automatic cost-of-living adjustments based on
excess investment earnings. In addition, the Legislature may enact permanent one-time benefit
increase after a Joint Legislative Budget Committee analysis of the increase’s effects on the plan.
PSPRS also provides temporary disability benefits of 50 percent of the member’s compensation
for up to 12 months.

Employees covered by benefit terms - At June 30, 2017, the following employees were
covered by the agent pension plan’s benefit terms:

Inactive employees or beneficiaries currently

receiving benefits 16
Inactive employees entitled to but not yet

receiving benefits 5
Active employees 72

Total 93

Contributions and annual OPEB Cost - State statues establish the pension contribution
requirements for active PSPRS employees. In accordance with state statutes, annual actuarial
valuations determine employer contribution requirements for PSPRS pension and health
insurance premium benefits. The combined active member and employer contribution rates are
expected to finance costs of benefits employees earn during the year, with an additional amount
to finance any unfunded accrued liability. Active PSPRS members were required to contribute
11.65% of the members’ annual covered payroll from July 1, 2016 through April 21, 2017, and
7.65% from April 22, 2017 through June 30, 2017. The District is required to contribute at an
actuarially determined rate. The rate for the year ended June 30, 2017, was 25.96% for the
pension plan and .71% for the health insurance premium benefit. Total pension contributions
made during the year were $1,484,761, and the total health insurance premium benefit
contributions were $40,608.

Pension Liability — At June 30, 2017, the District reported a net pension liability in the amount
of $17,153,247. The net pension liabilities were measured as of June 30, 2016, and the total
pension liability used to calculate the net pension liability was determined by an actuarial
valuation as of that date. The total pension liabilities as-of June 30, 2016, reflect the following
changes of benefit terms and actuarial assumptions:

e In May 2016 voters approved Proposition 124 that authorized certain statutory
adjustments to PSPRS’ automatic cost-of-living adjustments. The statutory adjustments
changed the basis for cost-of-living adjustments from excess investment carnings to the
change in the consumer price index, limited to a maximum annual increase of 2 percent.

o Laws 2016, Chapter 2, changed the benefit formula and contribution requirements for
members hired on or after July 1, 2017.

e The investment rate of return actuarial assumption was decreased from 7.85 percent to
7.50 percent for PSPRS plans.
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Notes to Financial Statements - Continued

Note 12 — Emplovee Retirement Systems and Post Employment Plans — Continued

The net pension liabilities measured as of June 30, 2017, will reflect changes of actuarial
assumptions based on the results of an actuarial experience study for the 5-year period ended
June 30, 2016. The change in the District’s net pension liabilities as a result of these changes is
not known.

Pension actuarial assumptions - The significant actuarial assumptions used to measure the total
pension liability are as follows:

Actuarial valuation date June 30, 2016

Actuarial cost method Entry age normal

Investment rate of return 7.50%

Projected salary increases 4 —-8%

Inflation 4%

Permanent benefit increase Included

Mortality rates RP-2000 mortality table (adjusted by

105% for both males and females)

Actuarial assumptions used in the June 30, 2016 valuation were based on the results of an actual
experience study for the 5-year period ended June 30, 2011.

The long-term expected rate of return on PSPRS pension plan investments was determined to be
7.5 percent using a building-block method in which best-estimate ranges of expected future real
rates of return (expected returns, net of pension plan investment expenses and inflation) are
developed for each major asset class. The target allocation and best estimates of arithmetic real
rates of return for each major asset class are summarized in the following table:

Long-Term
Target Expected Real
Asset Class Allocation  Arithmetic Rate
of Return
Short term investments 2% 0.75%
Absolute return 5% 4.11%
Risk parity 4% 5.13%
Fixed income 7% 2.92%
Real assets 8% 4.77%
GTAA 10% 4.38%
Real estate 10% 4.48%
Private equity 11% 9.50%
Credit opportunities 13% 7.08%
Non-U.S. equity 14% 8.25%
U.S. equity 16% 6.23%

Total 100%
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Notes to Financial Statements - Continued

Note 12 — Employee Retirement Systems and Post Employment Plans — Continued

Pension Discount Rates — At June 30, 2016, the discount rate used to measure the PSPRS total
pension liabilities was 7.50 percent, which was a decrease of 0.35% from the discount rate used
as of June 30, 2015. The projection of cash flows used to determine the PSPRS discount rate
assumed that plan member contributions will be made at the current contribution rate and that
employer contributions will be made at rates equal to the difference between the actuarially
determined contribution rate and the member rate. Based on those assumptions, the pension
plan’s fiduciary net position was projected to be available to make all projected future benefit
payments of current plan members. Therefore, the long-term expected rate of return on pension
plan investments was applied to all periods of projected benefit payments to determine the total
pension liability.

Changes in the Net Pension Liability

Increase (Decrease)

Plan
Total Pension Fiduciary Net Pension
Liability Net Position Liability
(a) (b) (@) -
Balances at June 30, 2016 $ 28,345,463 $17,076,112 $ 11,269,351
Changes for the current year:
Service cost 1,099,315 - 1,099,315
Interest on the total pension liability 2,227,069 - 2,227,069
Changes of benefit terms 2,748,699 - 2,748,699
Differences between expected and
actual experience in the
measurement of the pension liability 1,875,681 - 1,875,681
Change of assumptions or other inputs 1,469,674 - 1,469,674
Contributions — Employer - 1,427,619 (1,427,619)
Contributions — Employee - 752,583 (752,583)
Net investment income - 108,270 (108,270)
Benefit payments, including refunds of
employee contributions (1,049,634) (1,049,634) -
Other changes - 1,248,070 (1,248,070)
Net changes 8,370,804 2,486,908 _ 5,883,896
Balances at June 30, 2017 $ 36,716,267 $ 19,563,020 $ 17,153,247
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Notes to Financial Statements - Continued

Note 12 — Employee Retirement Systems and Post Employment Plans — Continued

Sensitivity of the District’s net pension liability to changes in the discount rate — The
following table presents the District’s net pension liability calculated using the discount rates of
7.5%, as well as what the District’s net pension liability would be if it were calculated using a
discount rate that is 1 percentage point lower, (6.50%) or 1 percentage point higher, (8.50%) than
the current rate:

Current
1% Decrease Discount Rate 1% Increase
6.50% 750% 8.50%
Net pension liability § 22,700,770 ) $ 17,153,247 $ 12,622,506

Pension plan fiduciary net position — Detailed information about the pension plan’s fiduciary
net position is available in the separately issued PSPRS financial report.

Pension expense and deferred outflows/inflows of resources - For the year ended June 30,
2017, the District recognized pension expense for PSPRS of $3,439,783. At June 30, 2017, the
District reported deferred inflows of resources related to pensions from the following sources:

Deferred
Outflows of Deferred Inflows
Resources of Resources
Differences between expected and actual
experience $ 1,649,774 $ 623,052
Changes of assumptions or other inputs 2,456,156 -
Net difference between projected and actual earnings
on pension plan investments 1,199,287 -
District contributions subsequent to the measurement
date 1,484,761 -
Total $ 6,789,978 $ 623,052

The amounts reported as deferred outflows of resources related to pensions resulting from
contributions subsequent to the measurement date will be recognized as a reduction of the net
pension liability in the year ending June 30, 2018. Other amounts reported as deferred outflows
of resources and deferred inflows of resources related to pensions will be recognized in pension
expense as follows:
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Notes to Financial Statements - Continued

Note 12 — Emplovee Retirement Systems and Post Employment Plans — Continued

Year Ending
June 30,
2018 $ 784,764
2019 784,764
2020 944,189
2021 801,710
2022 491,421
Thereafter 875,317

'$ 4,682,165

Agent plan OPEB actuarial assumptions — The health insurance premium benefit contribution
requirements for the year ended June 30, 2017 were established by the June 30, 2015 actuarial
valuations, and those valuations were based on the following actuarial methods and assumptions.

Actuarial valuations involve estimates of the reported amounts’ value and assumptions about the
probability of events in the future. Amounts determined regarding the plan’s funded status and
the annual required contributions are subject to continual revision as actual results are compared
to past expectations and new estimates are made. The required schedule of funding progress for
the health insurance premium benefit presented as required supplementary information provides
multiyear trend information that shows whether the actuarial value of the plan’s assets are
increasing or decreasing over time relative to the actuarial accrued liability for benefits.

Projections of benefits are based on (1) the plan as the District and plan’s members understand
them and include the types of benefits in force at the valuation date, and (2) the pattern of
sharing benefit costs between the District and plan’s members to that point. Actuarial
calculations reflect a long-term perspective and employ methods and assumptions designed to
reduce short-term volatility in actuarial accrued liabilities and the actuarial value of assets. The
significant actuarial methods and assumptions used are the same for all PSPRS plans and related
benefits (unless noted), and the following actuarial methods and assumptions were used to
establish the fiscal year 2017 contribution requirements:
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Notes to Financial Statements - Continued

Note 12 — Employee Retirement Systems and Post Employment Plans — Continued

OPEB Funded Status

Actuarial valuation date June 30, 2016

Actuarial cost method Entry age normal

Amortization method Level percent closed for unfunded actuarial
accrued liability, open for excess

Remaining amortization period 20 years for unfunded actuarial accrued liability,
20 years for excess

Asset valuation method 7-year smoothed market value; 80%/120%

market corridor
Actuarial assumptions:

Investment rate of return 7.50%
Projected salary increases 4%—8%
Wage growth 4%

C. Deferred Compensation and Post Employment Health Plans

The District has established a defined contribution deferred compensation plan for all employees
to provide for supplementary retirement benefits. Contributions to the plan are administered by a
third-party and totaled $321,886 for the year ended June 30, 2017.

The District has also established a defined contribution deferred compensation plan for all
employees to provide for post-employment health benefits. Contributions to the plan are
administered by a third-party and provide for post-employment reimbursement of qualifying
medical premiums for the benefit of employees and their dependents. Contributions for the year
ended June 30, 2017 totaled $94,412.

The District provides neither administrative services nor investment advice. Accordingly, no
fiduciary relationship exists between the District and the compensation plan. Therefore, plan
assets, for either of the aforementioned plans, are not included as a fund of the District.

Note 13 — Contingent Liabilities

The PSPRS estimates that the District owes excess contributions and prejudgment interest
refunds totaling $945,240 to its current and former employees covered by the plan. The
prejudgment interest rate is 5% per annum. However, Maricopa County Superior Court (the
“Court”) recently awarded the prejudgment rate of 4.25% per annum and post-judgment interest
rate of 5.25% per annum for impacted EORP employees in a related case. The District is
awaiting an expected Court ruling on the interest rates that must be applied to prejudgment and
post-judgment interest for impacted PRPRS covered employees.
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Notes to Financial Statements - Continued

Note 13 — Contingent Liabilities - Continued

The District has included the estimated payment of $945,240 in the current year’s pension
expense, which was paid subsequent to year end. PSPRS will issue credit memos to the District
that will allow the District to reduce future required contributions to the Plans’ trusts by the
amount of the excess employee contributions and prejudgment interest refunded to the
employees. Post-judgment interest obligations are the District’s responsibility and will not be
offset against future retirement contributions. The actual amount of prejudgment and post-
judgment interest cannot be calculated until the Court rules on interest rates for impacted PSPRS
employees. Returning previously remitted employee contributions and retroactively increasing

retiree benefits may have an adverse impact on the employer funded status and future employer
contribution rates.

Note 14 — Subsequent Events

On February 28, 2017, the Governing Boards of North County Fire & Medical District
(NCFMD) and Sun Lakes Fire District (SLFD) approved the adoption of an Intergovernmental
Agreement forming the first Fire & Medical Authority in Maricopa County, Arizona. The new
Arizona Fire & Medical Authority (AFMA) was established pursuant to Arizona Revised
Statutes governing a Joint Powers Authority (JPA). The personnel, equipment, facilities and
daily operations of the two combined districts will be governed by an Authority Board effective
July 1, 2017. The Authority Board is comprised of elected officials who are appointed from each
participating agency. The Authority Board sets policies, recommends an annual budget, assists in
long-range planning, negotiates labor/management agreements, and performs other duties as
outlined in the JPA governance documents.

Under the Authority, the participating legal entities divest their operational and administrative
obligations to a new third entity; the Fire Authority. North County Fire & Medical District and
Sun Lakes Fire District still exist as taxing authorities; however, the Authority becomes the
employer. The personnel, equipment, facilities and funds to support the operation of the
Authority are combined and transferred to the Authority in order to provide service to the area
once served by the individual agencies.
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North County Fire & Medical District
Required Supplementary Information
Budgetary Comparison Schedule - General Fund

Year Ended June 30, 2017
Variance with
Final Budget-
Original Final Actual Positive
Budget Budget Amounts (Negative)
Revenues:
Taxes:
Property taxes $ 10,698,662 $ 11,787,524 $ 11,793,695 $ 6,171
Fire district assistance tax 400,000 607,413 628,216 20,803
Ambulance fees 2,647,375 2,647,375 2,438,659 (208,716)
Program revenues 142,371 142,371 289,844 147,473
Intergovernmental 553,862 628,862 877,572 248,710
Firefighter relief and pensions 115,000 115,000 146,637 31,637
Investment earnings 4,000 4,500 11,236 6,736
Other 364,809 366,209 438 (365,771)
Total revenues 14,926,079 16,299,254 16,186,297 (112,957)
Expenditures:
Public Safety-Fire
Protection and EMS
Current:
Salaries and wages 7,791,803 8,483,035 8,657,074 (174,039)
Employee benefits 4,180,193 4,401,266 4,370,652 30,614
Materials and supplies 440,000 493,025 436,070 56,955
Professional services 242,147 300,767 397,160 (96,393)
Utilities and communications 667,130 724,755 621,210 103,545
Repairs and maintenance 267,930 306,180 303,837 2,343
Training and related 139,935 163,525 75,036 88,489
Insurance 66,406 92,926 72,363 20,563
Administration 106,358 190,598 349,255 (158,657)
Contingency 350,000 425,000 - 425,000
Capital outlay 161,437 161,437 - 161,437
Debt service:
Principal 361,793 396,587 613,620 (217,033)
Interest 150,947 160,153 176,638 (16,485)
Total expenditures 14,926,079 16,299,254 16,072,915 226,339
Excess of revenues over (under) expenditu - - 113,382 113,382
Other financing sources (uses):
Transfers in - - - -
Transfers out - - (2,559,969) (2,559,969)
Total other financing sources (uses) - - (2,559,969) (2,559,969)
Changes in fund balance - - (2,446,587) (2,446,587)
Fund balances, beginning of year, as restal - - 4,222217 4,222,217
Fund balances, end of year $ - $ - $ 1775630 $ 1,775,630

The accompnaying notes are an integral part of this schedule.
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North County Fire & Medical District
Notes to Budgetary Comparison Schedule
Year Ended June 30, 2017

Note 1 — Budgetary Requirements and Basis of Accounting

The District’s budget is prepared on a basis of accounting consistent with U.S. generally
accepted accounting principles. A budgetary comparison schedule for the general fund is
included as required supplementary information to provide meaningful comparison of actual
results to budget. The Board is responsible for approving the budget on an annual basis.

Note 2 - Expenditures in Excess of Appropriations

For the year ended June 30, 2017, expenditures exceeded final budget amounts in the general
fund for the following programs:

Principal payments $ 217,033
Salaries and wages 174,039
Administration 158,657
Professional services 96,393
Interest 16,485

The excesses for the above expenditures were primarily the result of unexpected expenditures
incurred. The District made the decision to pay off the full amount of Wittmann debt in the
current year and that expenditure was not budgeted. In addition, the District monitors expenses
on an ongoing basis to ensure that expenditures are within the budget.
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North County Fire & Medical District
Required Supplementary Information
Schedule of the District's Proportionate Share of the Net Pension Liability
Cost Sharing Pension Plans

Year Ended June 30, 2017
Arizona State Retirement System Reporting Fiscal Year
(Measurement Date)
2014

2017 2016 2015 through

(2016) (2015) (2014) 2008
District's proportion of the net pension liability 0.01756% 0.0181% 0.0173%  Information
District's proportion share of the net pension liability $ 2,834,361 $ 2,818,379 $ 2,562,547  not available
District's covered payroll $ 1,706,968 $ 1,666,547 § 1,478,248
District's proportionate share of the net pension liability

as a percentage of its covered payroll 166.05% 169.11% 173.35%

Plan fiduciary net position as a percentage of the
total pension liability 67.06% 68.35% 69.49%

See accompanying notes to pension plan schedules.
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North County Fire & Medical District
Required Supplementary Information
Schedule of Changes in the
Net Pension Liability and Related Ratios

Year Ended June 30, 2017
Reporting Fiscal Year
Public Safety Personnel Retirement System (Measurement Date)
2014
2017 2016 2015 through
(2016) (2015) (2014) 2008
Total pension liability
Service cost $ 1,099,315 $ 836,055 $ 806,556 Information
Interest on total pension liablity 2,227,069 2,085,578 1,827,197 not available
Changes of benefit terms 2,748,699 - 277,294
Difference between expected and actual
experience in the measurement of the
pension liability 1,875,681 (263,978) (612,082)
Changes of assumptions or other inputs 1,469,674 - 1,891,492
Benefit payments, including refunds of
employee contributions (1,049,634) (924,062) (903,404)
Net change in pension liability 8,370,804 1,733,593 3,287,053
Total pension liability - beginning 28,345,463 26,611,870 23,324,817
Total pension liability - ending (a) $ 36,716,267 $ 28,345,463 $ 26,611,870
Plan fiduciary net position
Contributions - employer $ 1,427,619 $ 1,061,193 $ 977,124
Contributions - employee 752,583 527,193 452,080
Net investment income 108,270 593,212 1,845,051
Benefit payments, including refunds of
employee contributions (1,049,634) (924,062) (903,404)
Administrative expense (16,379) (14,864) -
Other changes 1,264,449 (12,260) 158,706
Net change in plan fiduciary net position 2,486,908 1,230,412 2,529,557
Plan fiduciary net position - beginning 17,076,112 15,845,700 13,316,143
Plan fiduciary net position - ending (b) $ 19,563,020 $ 17,076,112 § 15,845,700
District's net pension liability - ending (a) - (b) $ 17,153,247 $§ 11,269,351 $ 10,766,170
Plan fiduciary net position as a percentage of
the total pension liability 53% 60% 60%
Covered-employee payroll $ 5,391,310 $ 4,867,868 $ 4,471,926
District's net pension liability as a percentage
of covered-employee payroll 318% 232% 241%

See accompanying notes to pension plan schedules.
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North County Fire & Medical District
Required Supplementary Information
Schedule of Pension Contributions

Year Ended June 30, 2017
ASRS Fiscal Year
2008
through
2017 2016 2015 2014 2013
Statutorily required contribution $ 214,782 $ 185,206 $ 181,487 167,042 Information
District's contributions in relation to the not available
statutorily required contribution 214,782 185,206 181,487 167,042
District's contribution deficiency (excess) $ - 3 - $ - -
District's covered payroll $ 1,979,558 $ 1,706,968 $ 1,666,547 1,478,248
District's contributions as a percentage of
covered payroll 10.85% 10.85% 10.89% 11.30%
PSPRS Fiscal Year
2008
through
2017 2016 2015 2014 2013
Actuarially determined contribution $ 1,484,761 $ 1,427,619 $ 1,061,193 977,124 Information
District's contributions in relation to the not available
actuarially determined contribution 1,484,761 1,427,619 1,061,193 977,124
District's contribution deficiency (excess) 3§ - $ - $ - -
District's covered payroll $ 5,450,663 $ 5,391,310 $ 4,867,868 4,471,926
District's contributions as a percentage of
covered payroll 27.24% 26.48% 21.80% 21.85%

See accompanying notes to pension plan schedules.
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North County Fire & Medical District
Notes to Pension Plan Schedules
Year Ended June 30, 2017

Note 1 — Actuarially Determined Contribution Rates

Actuarial determined contribution rates for PSPRS are calculated as of June 30 two years prior to
the end of the fiscal year in which contributions are made. The actuarial methods and
assumptions used to establish the contribution requirements are as follows:

Actuarial valuation date June 30, 2015

Actuarial cost method Entry age normal

Amortization method Level percent of payroll, closed for unfunded
actuarial accrued liability, open for excess

Remaining amortization period 22 years for unfunded actuarial accrued

liability, 20 years for excess

Asset valuation method 7-year smoothed market value; 80%/120%
market corridor
Actuarial assumptions:

Investment rate of return 7.85%

Projected salary increases 4-8%

Wage growth 4%

Retirement age Experience-based table of rates that is specific

to the type of eligibility condition. Last
updated for the 2012 valuation pursuant to an
experience study of the period July 1, 2006 -
June 30, 2011.

Mortality RP-2000 mortality table (adjusted by 105% for
both males and females)

Note 2 — Factors That Affect the Identification of Trends

In February 2014, the Arizona Supreme Court affirmed a Superior Court ruling that a 2011 law
that changed the mechanism for funding permanent benefit increases was unconstitutional. As a
result, the PSPRS changed benefit terms to reflect the prior mechanism for funding permanent
benefit increases and revised actuarial assumptions to explicitly value future permanent benefit
increases. These changes are included in the PSPRS’ changes in total pension liability for fiscal
year 2015 (measurement date 2014) in the schedule of changes in the District’s net pension
liability and related ratios. These changes also increased the PSPRS required contributions
beginning the fiscal year 2016 in the schedule of district pension contributions.
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North County Fire & Medical District
Statistical Section Schedules

This part of the District's comprehensive annual financial report presents detailed information as
a context for understanding what the information in the financial statements, note disclosures,
and required supplementary information says about the District’s overall financial health.

Financial Trends 58-61
These schedules contain trend information to help the reader understand how the
District's financial performance and well-being have changed over time.

Condensed Summary of Net Position

Changes in Net Position

Fund Balances of Governmental Funds

Summary Statement of Revenues, Expenditures, and Changes in Fund

Balances — Governmental Funds

Revenue Capacity 62-66
These schedules contain information to help the reader assess the District's
sources of revenue, specifically the most significant revenue source, property
taxes.
Assessed Value and Estimated Actual Value of Taxable Property
Direct and Overlapping Rates
Overlapping Tax Rate Details
Principal Property Tax Payers
Property Tax Levies and Collections

This schedule presents information to help the reader assess the District's current
outstanding levels of debt and the District's ability to issue additional (bonded)
debt in the future.

Outstanding Debt and Debt Limitations

Demographic and Economic Information ] 68
This schedule offers demographic and economic indicators to help the reader

understand the environment within which the District's financial activities take

place.

County-Wide Demographic and Economic Statistics

Operating Information 69-70
These schedules contain service and capital asset data to help the reader
understand how the information in the District's financial report relates to the
services the District provides and the activities which it performs.
Summary of Emergency Responses
Summary of District Assets and Employees
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North County Fire & Medical District
Assessed Value and Estimated Actual Value of Taxable Property

Last Ten (10) Years
Fiscal Secondary Secondary Secondary Secondary
Year Net Assessed Net Assessed Net Assessed Net Assessed Estimated Ratio of Net
Ended Value Value Value Value Direct Actual Assessed to
June 30, Residential Commercial Vacant/Other Total Rate Value Estimated
2017 332,260,703 23,082,155 27,695,464 383,038,322 $2.8044 $ 3,918,380,100 9.8%
2016 318,739,578 22,539,614 28,476,263 369,755,455 2.8577 3,697,554,550 10.0%
2015 298,648,858 21,988,189 28,749,418 349,386,465 29177 3,485,541,781 10.0%
2014 288,184,586 22,709,458 28,377,894 339,271,938 29177 3,405,655,072 10.0%
2013 302,177,709 25,565,402 28,023,424 355,766,535 2.7189 3,564,904,974 10.0%
2012 327,279,198 27,824,455 33,758,302 388,861,955 2.4280 3,894,804,295 10.0%
2011 351,591,039 38,770,662 43,524,072 433,885,773 2.2555 4,318,955,713 10.0%
2010 383,632,718 34,533,143 37,825,469 455,991,330 1.9660 4,450,495,119 10.2%
2009 436,285,018 30,000,429 38,937,751 505,223,198 1.7800 4,964,405,414 10.2%
2008 398,444,319 27,524,596 32,708,270 458,677,185 1.6670 4,448,423,105 10.3%
SOURCE: Maricopa County Assessors Office

NOTE: Secondary Net Assessed (or Full Cash) Values (SNAV) are based on Estimated Actual Value with an applicable rate of 10% (ARS
§ 42-15004) for residential property, 15%' (ARS § 42-15002) for Vacant Land and 18.0% (ARS § 42-15001) for non-public
utility and commercial property. Public utility infrastructure is centrally assessed by the Arizona Department of Revenue.
Secondary Assessed Values (Estimated Actual Values) are determined each calendar year. The tax rate of the District is determined
by the approved budget applicable divided by the Secondary Assessed Value as of July 1st of the respective fiscal year.

REF (1): Vacant Land Assessment Ratios are the following percentage of its full cash value, as applicable (ARS § 42-15002):

16.0% Through December 31, 2015
. 15.0% Beginning from and after December 31, 2015

REF (2): Non-Public and Commercial Property Assessment Ratios are the following percentage of its full cash value or limited valuation, as
applicable (ARS § 42-15001):

25.0% Through December 31, 2005
24.5% Through December 31, 2006
24.0% Through December 31, 2007
23.0% Through December 31, 2008
22.0% Through December 31, 2009
21.0% Through December 31, 2010
20.0% Through December 31, 2012
19.5% Through December 31, 2013

19.0% Through December 31, 2014
18.5% Through December 31, 2015
18.0% Beginning from and after December 31, 2015
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Fiscal Year
Ended June 30,

2017
2016
20135
2014
2013
2012
2011
2010
2009
2008

North County Fire & Medical District
Direct and Overlapping Tax Rates

Last Ten (10) Years
Direct Overlapping
North County *Central AZ *Peoria *Dysart
Fire & *Total Water Maricopa Unified'  Unified'
Medical State of AZ (Direct) Conservation Community School School  *Other
District Dept. of Ed. Maricopa District College District District ~ Special
#11574 Equalization County #14755 #08230 #07011 #07089  Districts®
$ 28044 § 05010 §$ 1.6357 $§ 0.1400 $ 1.2376 $ B8.0431 $6.9594 $ 14197
2.8577 0.5089 1.5757 0.1400 1.2824 77757  6.6768 1.3415
29177 0.5089 1.5157 0.1400 1.2824 72708  7.1239 1.6113
2.9177 0.5123 1.4637 0.1400 1.2896 7.5288  7.5770 1.6546
27189 - 1.9107 0.1000 1.1563 7.0309  7.3864 1.4243
2.4280 0.4259 1.4679 0.1000 1.0123 5.3951 59924  1.3199
2.2555 0.3564 1.2409 0.1000 0.9728 5.3293 5.2573 1.3500
1.9660 0.3306 1.1629 0.1000 0.8844 54540  5.0038  0.8542
1.7800 - 1.2047 0.1000 0.9386 5.6621 5.5751 0.8204
1.6670 - 1.2970 0.1000 0.9760 6.5425  6.0728  0.9831

SOURCE: Maricopa County Annual Tax Levy Report, compiled by the Maricopa County Department of Finance

*QOverlapping Tax Rate Details presented in the tables on the next page.

NOTE: Arizona Revised Statute Title 48 limits the District's direct rate to a maximum of $3.25% per $100 of Secondary

Net Assessed Value (SNAV). Additionally, changes in statute during the 2009 Legislative Session established
further limits which impacted the maximum yearly increase in the tax levy (in dollars) for special districts in
Arizona. This amount is based on a calculation which established a "base year" for special districts. The annual
levy may not exceed the base year tax levy (2008 tax year), with consideration for new additions to the valuation
base, plus 8% per year from the base year, in the aggregate. For the fiscal year ending June 30, 2017 (Tax Year
2016), the maximum tax levy allowable under statute based on the 8% limitation is $17,904,033, although the
effective allowable levy based on the District's direct tax rate of $3.25 per $100 of SNAV decreases this limit to
$12,448,745. However, the District's adopted tax levy for fiscal year ending June 30, 2017 was $10,741,885,
leaving the District with an excess tax levy capacity of approximately $1,706,860. Future limits are established
each year by the Arizona Property Tax Oversight Commission once the County Assessor has taken into account
additions to the property within the District.

REF (1): Within the District, there are two separate unified school districts which many property owners reside in. These are

the Peoria Unified School District #11, and the Dysart Unified School District #89. School district tax rates are
assessed on the Primary (Limited) Value of properties.

REF (2): Other Special Districts include the following county street lighting improvement districts: Sun City West #13298,

Sun City West Expansion 1#13383, and SCW Expansion #17 #23324.

REF (3): During the 2012 50th legislature, Second Regular Session house Bill #2184 was passed providing for a temporary

override under the heading of "County fire district assistance tax; levy limit 2012 through 2014". This temporary
override allows fire districts that have experienced a combined net assessed valuation decline of twenty-five
percent or more-beginning with the 2008 valuation year, notwithstanding the tax rate limit established pursuant to
section 48-807, subsection F, Arizona Revised Statutes, may adopt a tax rate not to exceed $3.75, provided the
proceeds do not exceed the total levy received in the prior fiscal year. Furthermore, the increased tax rate shall not
be used to fund salary increases or increase the number of full-time positions within the fire district. Fire Districts
utilizing this override shall not call for an override election pursuant to section 48-807, subsection G, Arizona
Revised Statutes.
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North County Fire & Medical District
Overlapping Tax Rate Details
Last Ten (10) Years

Peoria Unified School District #11 (#07011)

Operating Levy Tax Rates Debt, Override, & Special Levy Tax Rates

Special Total Voter Total
Fiscal Year Assessment Operating Ovemride  Voter Special Total
Ended June Maintenance Capital  Adjacent Levy Capital Ovemide ClassA ClassB Levy Combined
30, & Operations  Outlay Ways Tax Rates Quiltay M&O  Bonds Bonds  Tax Rates Tax Rates
2017 $ 43678 $04167 § - $ 4.7845 $ - $1.5048 $0.6431 $1.1107 3.2586 § 8.0431
2016 43533 0.5525 0.0262 4.9320 - 1.1573  0.3462  1.3402 2.8437 7.7757
2015 40139 04152 - 4.4291 - 1.1399  1.1984  0.5034 2.8417 7.2708
2014 4.1765 - - 4.1765 - 12147 0778  1.3590 3.3523 7.5288
2013 39193  0.0917 - 4.0110 - 1.1469 14891  0.3839 3.0199 7.0309
2012 3.5861  0.1213 0.0073 3.7147 - 1.0308  0.0009  0.6487 1.6804 5.3951
2011 2.8866 03542 0.0012 3.2420 - 0.8342 09775 02756 2.0873 5.3293
2010 26402  0.1125 0.2405 2.9932 - 0.7499 09197 0.7912 2.4608 5.4540
2009 34166  0.0280 0.3211 3.7657 - 0.7224 02416 09324 1.8964 5.6621
2008 3.5096  0.0079 0.3022 3.8197 - 0.8326  0.7513 1.1389 2.7228 6.5425

Dysart Unified' School District #39
Operating Levy Tax Rates #07089 Debt, Override, & Special Levy Tax Rates

Special Total Voter Total

Fiscal Year Assessment Operating Ovemide  Voter Special Total
For
Ended June  Maintenance Capital  Adjacent Levy Capital Overridle ClassA ClassB Levy Combined
30, & Operations  Outlay Ways Tax Rates Outlay M&O Bonds Bonds Tax Rates Tax Rates
2017 $ 41562 §$ - $ - $ 4.1562 $ - $1.5750 $1.2282 § 2.8032 $ 69594
2016 40250 02422 - 4.2672 - 1.1366 - 1.2730 2.4096 6.6768
2015 3.9957  0.3532 - 4.3489 - 1.6183 - 1.1567 2.7750 7.1239
2014 4.3492 0.2731 0.0009 4.6232 - 1.7621 - 1.1917 2.9538 7.5770
2013 4.6547 - - 4.6547 - 1.6798 - 1.0519 2.7317 7.3864
2012 3.4104 - - 3.4104 - 1.4954 - 1.0866 2.5820 5.9924
2011 2.9051 - 0.2603 3.1654 - 1.2216 - 0.8703 2.0919 5.2573
2010 3.0430 - 0.2357 3.2787 0.1063 09257 - 0.6931 1.7251 5.0038
2009 29461  0.1543 0.9521 4.0525 0.0978  0.8197 - 0.6051 1.5226 5.5751
2008 32287 01359 1.0680 4.4326 0.1170  0.8678 - 0.6554 1.6402 6.0728
Special Districts” Tax Levies (Direct)
SCW SCwW Total Maricopa County
Fiscal Year Expansion SunCity Expansion Special Flood County Total
Ended June #17 West #1 Levy Operating  Debt Control ~ Library Maricopa
30, #23324 #13298 #13383  Tax Rates Levy Service  District  District  County
2017 $ 04853 $04669 $ 04675 § 1.4197 $ 1.4009 $0.1792 $0.0556 $ 1.6357
2016 0.4593 04364 0.4458 1.3415 1.3609 - 0.1592 0.0556 1.5757
2015 05476  0.5394 0.5243 1.6113 1.3209 - 0.1392  0.0556 1.5157
2014 05670  0.5526 0.5350 1.6546 1.2807 - 0.1392  0.0438 1.4637
2013 0.4945 0.4598 0.4700 1.4243 1.2407 - 0.1780 0.4920 1.9107
2012 04567 04241 0.4391 1.3199 1.2407 - 0.1780  0.0492 1.4679
2011 0.4993  0.3883 0.4624 1.3500 1.0508 - 0.1489  0.0412 1.2409
2010 0.2921 0.2680 0.2941 0.8542 0.9909 - 0.1367 0.0353 1.1629
2009 02804 02621 0.2779 0.8204 1.0327 - 0.1367  0.0353 1.2047
2008 03310 03378 0.3143 0.9831 1.1046 - 0.1533  0.0391 1.2970
Central Arizona Water Conservation

Fiscal Year District (CAWCD) #14755
Ended June Maint & Water Total
30, Operations  Storage CAWCD
2017 $ 01000 $0.0400 § 0.1400
2016 0.1000 0.0400 0.1400
2015 0.1000  0.0400 0.1400
2014 0.1000 0.0400 0.1400
2013 0.0600 0.0400 0.1000
2012 0.0600  0.0400 0.1000
2011 0.0600 0.0400 0.1000
2010 0.0600 0.0400 0.1000
2009 0.0600  0.0400 0.1000
2008 0.0600 0.0400 0.1000

SOURCE: Maricopa County Annual Tax Levy Report, compiled by the Maricopa County Department of Finance



North County Fire & Medical District
Principal Property Tax Payers
Current Tax Year and Ten (10) Years Ago

2016 Tax Year 2006 Tax Year
Net Assessed Net Assessed
Limited Property Percent of  Limited Property Percent of
Valuation Rank SNAV Valuation Rank SNAV

Arizona Public Service Company $ 7,010,250 1 1.90% $ 7,706,546 1 2.84%
Sun Health Properties Inc. 6,042,286 2 1.63% 5,120,478 2 1.89%
WSL Heritage Investors V, LLC 3,418,893 3 0.92% - - - %
EPCOR - Sun City West Sewer* 2,334,212 4 0.63% - - - %
EPCOR Sun City West Water Division* 2,207,033 5 0.60% 1,814,837 4 0.67%
BNSF Railway Company 1,890,952 6 0.51% - - - %
Smith's Food & Drug Centers Inc. 1,830,838 7 0.50% - - - %
Patterson Farms Inc. 1,727,090 8 0.47% 2,097,230 3 0.77%
Winterfell Madison AZ Owner LLC 1,076,250 9 0.29% - - - %
Abart Properties ILLC 1,009,926 10 - % 1,173,123 6 0.43%
Qwest Corporation 872,112 - - % 1,512,820 5 0.56%
Steadfast LB Deer Valley LP 819,932 - - % - - 0.00%
Recreation Centers of Sun City West Inc 773,697 - - % 801,348 7 0.30%

*Formerly Arizona-American Water Company

SOURCE: Maricopa County Assessor's Office
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North County Fire & Medical District
Property Tax Levies and Collections

Last Ten (10) Years

Fiscal Year Amount Collected Collected In

Ended in Fiscal Year Subsequent Collected in Total

June 30, Tax Levied Amount Percent Years 1 Amount Percent
2017 2 $ 11,842,565 $ 11,573,998 97.73% § 29,314 $ 11,603,312 97.98%
2016 10,584,803 10,495,543 99.16% 32,464 10,528,007  99.46%
2014 10,178,413 10,089,612 99.13% 88,373 10,177,985 100.00%
2015 9,905,503 9,834,431 99.28% 70,502 9,904,933  99.99%
2014 9,707,161 9,629,399 99.20% 77,240 9,706,640  99.99%
2013 9,443,497 9,311,628 98.60% 131,318 9,442,947  99.99%
2012 9,820,062 9,652,841 98.30% 166,286 9,819,128  99.99%
2011 8,964,790 8,766,705 97.79% 198,082 8,964,787 100.00%
2010 8,878,789 8,772,149 98.80% 106,637 8,878,786 100.00%
2009 7,646,158 7,562,203 98.90% 83,955 7,646,158 100.00%
2008 7,067,781 6,997,009 99.00% 70,775 7,067,784 100.00%

SOURCE: Maricopa County Treasurer's Office

NOTES: (1) Amounts collected are on a cash basis. Amounts reported are only for secured property,
unsecured property payments are not consistently reported due to timing variances. However,

over 95% of unsecured property taxes are collected within 90 days.

(2) Amounts for June 30, 2017 include Wittmann Fire & Medical District, which merged
with North County Fire & Medical District in October, 2016

REF (1): Revenues Collected in July and August 2017.
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North County Fire & Medical District
Outstanding Debt and Debt Limitations

Last Ten (10) Years
Capital General Obligation Bond Total Outstanding Debt

Fiscal Year Endec . Lease % Subject % of Estimated  Debt
June 30, Debt Outstanding Legal Limit Amount To Limit Actual Value Per Capita
2017 $ 5,478,316 $ 22,982,299  § 5,478,316 -% 0.14% 109.57
2016 5,858,198 - 22,185,327 5,858,198 -% 0.16% 112.66
2015 6,227,247 - 20,963,188 6,227,247 - % 0.18% 138.38
2014 6,584,363 - 20,356,316 6,584,363 -% 0.19% 146.32
2013 5,774,295 - 21,345,992 5,774,295 -% 0.16% 128.32
2012 5,317,188 - 23,331,717 5,317,188 -% 0.14% 118.16
2011 5,650,778 - 26,033,146 5,650,778 -% 0.13% 125.57
2010 6,092,635 - 27,359,480 6,092,635 -% 0.14% 135.39
2009 6,437,170 - 30,313,392 6,437,170 -% 0.13% 143.05
2008 6,756,371 - 27,520,631 6,756,371 -% 0.15% 158.97

SOURCE: The District's Capital Lease Debt information was obtained from current and prior year financial
statements and is comprised of the BBVA Compase Bank Lease Purchase Agreement and the NRG
Energy, Inc. (Solar) Lease Purchase Agreement. The legal limit is calculated based on Secondary
Assessed Valuation using the 6% rate for the legal limit of bond indebtedness.

NOTE: The District's purchase lease agreements are backed by the full faith and credit of the District. Such
amounts are not subject legal limits based on property valuation; rather, the debt service is required to
be paid from the primary tax levy subject to levy limitations. General Obligation Bonds are limited to
the lessor of 6% of secondary assessed value in the year they are issued or the maximum amount of the
voter approved offering.

67



North County Fire & Medical District
County-Wide Demographic and Economic Statistics

Last Ten (10) Calendar Years

Estimated
Calendar Year Ended Personal Per Capita  Unemployment District
December 31, Population* Income Income Rate Population
2016 4,221,684 §$ 91,647,160,639 $ 21,709 4.4% 52,000
2015 4,137,076 91,647,160,639 22,153 6.1% 45,000
2014 4,076,438 86,662,090,637 21,259 6.9% 45,000
2013 3,944,859 82,793,243,514 20,988 7.8% 45,000
2012 3,884,705 80,194,296,774 20,644 8.4% 45,000
2011 3,843,370 76,373,141,049 19,871 9.5% 45,000
2010 3,817,117 72,961,390,716 19,114 10.4% 45,000
2009 4,023,132 73,364,173,749 18,236 9.9% 45,000
2008 4,115,811 79,070,699,862 19,211 6.2% 42,500
2007 3,987,942 80,028,109,961 20,068 3.9% 40,000

SOURCE: The source for "Population”, "Personal Income", "Per Capita" and "Unemployment Rate"
information is the State of Arizona (www.azstats.gov). The estimated district population is based on

analysis of registered voters, annexation and other demographic information maintained by the
district.

* Population based on July 1 Estimates provided by the Arizona Department of Administration

NOTE: N/A indicates information is not available. Population and demographic data are difficult to
ascertain because significant portions of the Fire District are not a census designated area. The
highest population concentration lies within the original twelve square miles of the Fire District
(The Community of Sun City West) at approximately 2,500 population density per square mile. The
original twelve square miles of the Fire District is also designated as an active adult community of
55 years of age and older with a median age of 76 as reported in the 2010 census. The remaining
twenty-three square miles of the District are not age restricted and contain multi-family housing
with an average population density of approximately 650 per square mile with an undetermined
median age.
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North County Fire & Medical District
Summary of Emergency Responses
Last ten (10) Fiscal Years

Fiscal Year Service Good Total

Ended Special Calls Intent False Emergency Ambulance
June 30, Medical Fire Ops (Ref1) (Ref2) Alarm Responses Transports
2017 7,590 124 53 1,332 333 380 9,812 5,605
2016 7,000 65 6 1,375 300 410 9,156 4,650
2015 7,322 65 54 871 228 426 8,966 5,573
2014 7,060 116 66 796 390 364 8,792 4,803
2013 6,279 81 49 801 285 330 7,825 4,188
2012 5,827 98 21 898 215 216 7,275 3,715
2011 5,090 73 42 1,447 319 194 7,165 3,961
2010 4,736 111 53 1,393 254 184 6,731 3,699
2009 4,654 128 50 1,383 197 156 6,568 3,756
2008 4,517 106 130 1,321 215 139 6,428 3,714

SOURCE: Emergency calls are tracked using the District's emergency call tracking database
(FireHouse).

NOTE: N/A indicates that data was not available for presentation purposes.
REF (1): Service Calls include, but are not limited to: lock-out, water leak, animal
problem/rescue, public service assist. Starting in 2012, all types of falls were
codified under Incidents. This reflects the decrease in Service Calls and the

increase in Medical Calls.

REF {(2): Good Intent calls include, but are not limited to: dispatched & cancelled, wrong
location, controlled burning.
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North County Fire & Medical District
Summary of District Assets and Employees
Last ten (10) Fiscal Years

Fiscal Year Ended Fire Trucks ALS Fire Fire EMS Admin Total
June 30, & Apparatus Ambulance Stations Fighters Personnel Personnel Employees
2017 14 5 5 76 12 14 106
2016 7* 3 4* 65 12 13 90
2015 6 3 3 57 12 13 82
2014 6 3 3 57 12 12 81
2013 6 3 3 51 18 12 81
2012 6 3 3 51 18 14 23
2011 6 3 3 51 18 15 84
2010 6 3 3 51 18 15 84
2009 6 3 3 51 18 14 83
2008 6 3 3 51 18 14 83

Note: The Apparatus listed here only reflect the active response units assiged to stations. They do not
reflect reserve apparatus or support apparatus assigned to the administrative facility.

*Fire station 104 became fully operational in January 2016, This station to is situated to serve the
northern areas of the District.
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Fire Station 104, located at 24930 N 119th Avenue, Sun City West, AZ 85373
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